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SECURITIES ACT OF 1933 
Release No. 6358/October 26, 1981 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 18209/October 26, 1981 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 22243/October 26, 1981 
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Release No. 670/October 26, 1981 


INVESTMENT COMPANY ACT OF 1940 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 781/October 26, 1981 


Regulatory Flexibility Agenda for Purposes of the 
Regulatory Flexibility Act 


AGENCY: Securities and Exchange Commission. 


ACTION: Publication of Regulatory Flexibility 
Agenda for Purposes of the Regulatory Flexibility 
Act. 


SUMMARY: The Securities and Exchange Com- 
mission is today publishing a regulatory flexibility 
agenda, pursuant to Chapter Six of the Adminis- 
trative Procedure Act. The agenda is intended to 
provide advance notice of certain rulemaking ac- 
tions anticipated during the next six months. The 
Commission is seeking public comment on subject 
areas and particular items of the agenda. 


DATE: Comments are due by December 31, 1981. 


ADDRESSES: Persons wishing to submit written 
views should file four copies thereof with George 
A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, Room 892, 500 North Capi- 
tol Street, Washington, D.C. 20549. All submis- 
sions should refer to File No. S7-913 and will be 
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available for public inspection at the Commission’s 
Public Reference Section, Room 6101, 1100 L 
Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Jo- 
seph A. Meiburger, Jr., Directorate of Economic 
and Policy Analysis, Securities and Exchange 
Commission, 500 North Capitol Street, Washing- 
ton, D.C. 20549 at (202) 272-2850. Additional 
names of persons to contact with regard to specif- 
ic agenda items are listed at the end of such 
items. 


SUPPLEMENTARY INFORMATION: The Regula- 
tory Flexibility Act (Pub. L. No. 96-354, 94 Stat. 
1164 (September 19, 1980)) (“RFA”) added a 
new Chapter Six to the Administrative Procedure 
Act (5 U.S.C. 601 et seqg.). Among other things, 
the RFA requires that the Commission, during Oc- 
tober and April of each year, publish a regulatory 
flexibility agenda containing (i) a brief description 
of the subject area of any rule which the agency 
expects to propose or promulgate which is likely to 
have a significant economic impact on a substan- 
tial number of small entities; (ii) a summary of the 
nature of any such rule, the objectives and legal 
basis for the issuance of the rule and an approxi- 
mate schedule for completing action on any such 
rule for which a general notice of proposed 
rulemaking has been issued;? and (iii) the name 
and telephone number of an agency official knowl- 
edgeable concerning the rule.* 


|. Regulatory and Flexibility Agenda 


As provided by the RFA, the publication of the 
Commission's regulatory flexibility agenda does 
not preclude it from considering or acting on any 
matter not included therein, nor is the Commission 
required to consider or act on any matter which is 
included therein.4 Furthermore, the inclusion of a 
rule in the Commission’s regulatory flexibility 
agenda reflects only the staff's preliminary judg- 
ment that such rule, if promulgated, may have a 





15 U.S.C. 602(a)(1). 
25 U.S.C. 602(a)(2). 
35 U.S.C. 602(a)(3). 


45 U.S.C. 602(d). 
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significant economic impact on a substantial num- 
ber of small entities. This preliminary judgment, of 
course, is subject to change upon further develop- 
ment and analysis. Such rules have been included 
in the agenda in order to maximize the opportunity 
for public comment. 





The following agenda lists the particular rules 
which the Commission expects to consider for pro- 
posal or promulgation during the next six months, 
which, if promulgated, may have a significant im- 
pact on a substantial number of small entities. 


A. Disclosure Rules 


1. Proposed Revision of Certain Exemp- 
tions from the Registration Provisions of 
the Securities Act of 1933 for Transac- 
tions Involving Limited Offers and 
Sales. On August 7, 1981 the Commis- 
sion published for comment proposed 
Regulation D governing the offers and 
sales of certain securities without regis- 
tration under the Securities Act of 1933 
(15 U.S.C. 77a et seq.)5 Proposed Reg- 
ulation D provides a series of new rules 
which are intended to coordinate the 
various limited offering exemptions and 
®@ to streamline existing requirements in 
order to establish a coherent pattern of 
exemptive relief, particularly as it re- 
lates to the capital formation needs of 
small business. Proposed Regulation D, 
if adopted, would replace the existing 
limited offering exemptions contained in 
Commission Rules 146, 240 and 242. 
The proposed regulation is also intend- 
ed to serve as the basis for a uniform 
limited offering exemptive scheme at 
both the state and federal levels. Com- 
mentators were requested to formulate 
comments focusing upon, among other 
things, the standards for “accredited in- 
vestor,’ and whether the proposal pro- 
vides a more coordinated and effective 
scheme for limiting offering transac- 
tions, particularly as they relate to the 
capital formation needs of small busi- 
ness. Regulation D would be adopted 





pursuant to Commission authority in 
Sections 3(b), 4(2), 19(a) and 19(c)(3) 
of the Securities Act. The applicable 
comment period expired October 5, 
1981 and the Commission anticipates 
that Regulation D will be promulgated in 
final form by January 1982. Agency 
contact: Daniel J. Abdun-Nabi, Office of 
Small Business Policy, Division of Cor- 
poration Finance, (202) 272-2644. 


2. Expanded Availability of Form S-18 
Registration Statement. In April 1979 
the Commission adopted a new regis- 
tration form, Form S-18, as a simplified 
registration form to be available to most 
corporations issuing initial public offer- 
ings of $5 million or less.® The availabil- 
ity of this simplified registration form 
was limited due to its experimental na- 
ture and the introduction of regional 
processing. The Commission, however, 
expressed its intent to monitor the use 
of the form for an appropriate period to 
determine whether the form has func- 
tioned as an effective means for small 
issuers to raise limited amounts of capi- 
tal through a registered public offering 
and, if so, to determine whether its 
availability should be broadened. In ac- 
cordance with this stated policy, the 
Commission, in March 1981, adopted 
amendments to the Form which expand- 
ed its availability to certain companies 
engaged in the mining business.’ The 
Commission took such action noting the 
relatively widespread acceptance of the 
form and the absence of any significant 
disclosure or enforcement problems. 
The Commission intends to publish ear- 
ly in 1982 proposed amendments to the 
form which, if adopted, would expand its 
availability to limited partnerships and 
other non-corporate issuers and to issu- 
ers which engage, or intend to engage, 
in oil and gas related operations. In con- 
junction with such an amendment the 








5Securities Act Release No. 6339 (August 7, 
@ 1981) (46 FR 41791). 
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6 Securities Act Release No. 6049 (April 3, 1979) 
(44 FR 21562). 


7Securities Act Release No. 6299 (March 18, 
1981) (46 FR 18947). 
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Commission proposes to incorporate 
disclosure requirements applicable to 
the new classes of issuers eligible to 
register their securities on the form. The 
Commission expects to adopt the 
amendments in final form by March 
1982. Agency contact: Daniel J. Abdun- 
Nabi, Office of Small Business Policy, 
Division of Corporation Finance, (202) 
272-2644. 


3. Classification of Issuers Under the Ex- 
change Act. On October 20, 1981, the 
Commission published a notice of pro- 
posed rulemaking seeking comment on 
a new rule and rule amendments which 
would exempt a class of smaller issuers 
from the registration and reporting pro- 
visions under Sections 12 and 15(d) of 
the Securities Exchange Act of 1934 (15 
U.S.C. 78a et seq.), pursuant to its 
rulemaking authority under Sections 
12(h) and 23(a) of that Act.® Specifical- 
ly, the proposals would add a new Rule 
12g-1 (17 CFR 240.12g-1) pursuant to 
which issuers with less than $3 million 
in total assets would be exempt from 
the registration provisions of the Securi- 
ties Exchange Act. The proposals would 
also amend Rules 12g—4 and 15d—6 (17 
CFR 240.12g-4, 15d-6) to provide for 
termination or suspension of reporting 
duties of issuers with less than 500 
shareholders and total assets not ex- 
ceeding $3 million for their three most 
recent annual reports filed with the 
Commission. Currently, the registration 
provisions of Section 12 extend to any 
company with both total assets in ex- 
cess of $1 million and a class of equity 
securities held of record by 500 or more 
persons. Once registered, the Securi- 
ties Exchange Act requires the issuer to 
file the annual, quarterly and current re- 
ports prescribed by the Commission 
and to comply with a number of other 
requirements. Section 15(d) of the Se- 
curities Exchange Act provides that 
each issuer which files a registration 
statement which is declared effective 





pursuant to the Securities Act must also 
file with the Commission such supple- 
mentary periodic and current reports as 
may be required with respect to a secu- 
rity registered pursuant to Section 12 of 
the Securities Exchange Act, for the fis- 
cal year in which the registration state- 
ment becomes effective. The duty to file 
reports continues for any subsequent 
fiscal year unless the securities of each 
class to which the registration statement 
relates are held by less than 300 per- 
sons at the beginning of the issuer’s fis- 
cal year. 


Numerous commentators have noted 
that the cost of compliance with the pe- 
riodic reporting requirements is not only 
substantial in absolute amounts but is 
relatively greater for smaller companies 
than for larger issuers. The proposals 
represent, in the Commission’s view, a 
needed adjustment in the ceiling levels 
below which issuers need not report, in 
part because, as is generally acknowl- 
edged, inflation has substantially re- 
duced, in real terms, the $1 million as- 
set threshhold level established in 1964. 
The Commission expects to consider fi- 
nal adoption of the proposals sometime 
in Winter 1981-1982. Agency contact: 
Suzanne S. Brannan, Office of Small 
Business Policy, Division of Corporation 
Finance, (202) 272-2644. 


4. Comprehensive Revision to System 
for Registration of Securities Offerings. 
The Commission may adopt, under Sec- 
tions 6, 7, 10 and 19(a) of the Securities 
Act, a comprehensive revision to its 
system for registration of securities of- 
ferings. Such offerings must be regis- 
tered pursuant to the Securities Act in 
such a manner and form as the Act and 
the Commission by rule prescribe. Un- 
der the proposal, which was published 
as Securities Act Release No. 6331 
(August 6, 1981) (46 FR 41902), three 
new forms would constitute the basic 
disclosure format for most Securities 
Act registrations, with different levels of 
disclosure and delivery requirements 


® Securities Exchange Act Release No. 18189 (Oc- 
tober 20, 1981) 46 FR 52382). 


applicable for different levels of com- 
panies registering offerings of securi- 
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ties. Under the proposal, the three new 
forms would replace existing Form S—1 
(17 CFR 239.11), Form S-2 (17 CFR 
239.12), Form S-7 (17 CFR 239.26) 
and Form S-16 (17 CFR 239.27). The 
framework of the proposal contemplates 
dividing issuers into three categories. 
The category to which an issuer be- 
longs would determine the extent to 
which previously disseminated informa- 
tion would also be required to be pre- 
sented in the prospectus or otherwise 
delivered to potential investors. Be- 
cause of its prior impact on the market, 
information not actually delivered to in- 
vestors would be incorporated by refer- 
ence in the forms. The Commission in- 
tends to consider appropriate action on 
the proposal sometime in Winter 1981- 
1982. Agency contact: Catherine Collins 
McCoy, Office of Disclosure Policy, Di- 
vision of Corporation Finance, (202) 
272-2589. 


5. Revision of Guide 60 and Related 
Disclosure Provisions. Pursuant to Sec- 
tions 7, 10, and 19(a) of the Securities 
Act and Sections 13, 15(d) and 23(a) of 
the Securities Exchange Act, the Com- 
mission may adopt revisions of Guide 
60, “Preparation of Registration State- 
ments Relating to Interests in Real Es- 
tate Limited Partnerships,” and of relat- 
ed financial statement regulations. The 
proposed amendments are intended to 
standardize and streamline disclosure 
for public real estate programs in regis- 
tration statements and periodic reports. 
The proposals would simplify and stand- 
ardize disclosure regarding the prior 
performance of the general partner and 
affiliates and would reduce the require- 
ment for financial statements of signifi- 
cant properties acquired by a real es- 
tate program from three years to one 
year if certain conditions are met by the 
issuer. Because of the changes to fi- 
nancial statement disclosure, coordinat- 
ing changes are proposed to Regulation 
S-X and Form 8-K. The proposals rep- 
resent a significant cooperative effort 
between the staff of the Commission 
and a subcommittee of the North Ameri- 
can Securities Administrators Associa- 
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tion. The Commission intends to consid- 
er appropriate action on the proposals 
sometime in Winter 1981-1982. Agency 
contact: William L. Larsen, Office of Dis- 
closure Policy, Division of Corporation 
Finance, (202) 272-2604. 


B. Securities Markets and Securities Industry 
Rules 


1. Rules 10b-10 and 15c2-12. The 
Commission intends to consider wheth- 
er to propose an amendment to the con- 
firmation rule, Rule 10b-10, to grant a 
limited exemption from the rule for cer- 
tain “account management plans” of- 
fered by broker-dealers and also an 
amendment to require the disclosure of 
certain yield and call information for 
transactions in debt securities. The “ac- 
count management plan” proposal is in- 
tended to eliminate a regulatory burden 
that no longer appears to be necessary. 
The yield and call disclosure provision 
is intended to assure that investors re- 
ceive important information in connec- 
tion with debt securities transactions. 
The amendments to Rule 10b—10 would 
be adopted pursuant to the Commis- 
sion’s authority under Sections 3, 10, 
11, 15, 17 and 23 of the Securities Ex- 
change Act. The Commission antic- 
ipates considering the proposals during 
the fourth calendar quarter of 1981. 
Agency contact: Jeffrey E. Jordan, Divi- 
sion of Market Regulation, (202) 
272-2828. 


2. Rule 15b7-1. The Commission plans 
to consider during the second calendar 
quarter of 1982 whether to repropose 
for further public comment proposed 
Rule 15b7-1. Section 15(b)(7) of the 
Exchange Act states that the Commis- 
sion shall, by rule, adopt minimum qual- 
ifications standards for broker-dealers. 
In implementing this section in 1977, 
the Commission proposed Rule 15b7-1 
for comment in Securities Exchange Act 
Release No. 13679 (June 27, 1977) (42 
FR 34328). The proposed rule would 
establish uniform minimum qualification 
standards for all registered brokers and 
dealers (including SECO brokers and 
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dealers) and their associated persons. 
The Commission will consider whether 
to consolidate and simplify various self- 
regulatory organization requirements 
and to eliminate unnecessary disparities 
in requirements of self-regulatory or- 
ganizations and the Commission's rules 
applicable to non-member broker- 
dealers. Agency contact: Kathleen 
McGann, Division of Market Regulation, 
(202) 272-2855. 


3. Rules 15c3-2 and 17a-23. The Com- 
mission may consider during 1982 
whether to propose a new Rule 17a-23 
and to repropose previously proposed 
amendments to Rule 15c3—2, prescrib- 
ing minimum delivery and disclosure re- 
quirements for customer account state- 
ments. The Commission may consider 
whether to amend Rule 15c3-2 to re- 
quire broker-dealers to send at least 
quarterly a statement to each customer 
for whom the broker-dealer owes or has 
owed money or securities since the date 
of the last statement. The statement 
would set forth all money balances and 
securities positions in the customer’s 
account as of the date of the statement 
and would make disclosures relating to 
use of customer securities and free 
credit balances in the broker-dealer’s 
business. Also, broker-dealers would be 
required to send a complete account 
statement, showing all transactions in a 
customer's account, upon request. Rule 
17a-23, in contrast to Rule 15c3-2, 
would require that most broker-dealers 
automatically send at least quarterly a 
complete account statement to their 
customers. This rule also would include 
a requirement that the account state- 
ment disclose information on the remu- 
neration received from the customer by 
the broker-dealer. The proposals are 
designed to make available to investors 
on a regular basis information necessa- 
ry for them to understand, reconcile, 
and evaluate trading activity in their ac- 
counts. These rules would be proposed 
pursuant to the Commission’s authority 
under Sections 15, 17, and 23 of the 
Securities Exchange Act. A proposal to 
amend Rule 15c3-2 was previously 
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published in Securities Exchange Act 
Release No. 11196 (Jan. 23, 1975) (40 
FR 4454). Agency contact: Michael 
Cline, Division of Market Regulation, 
(202) 272-2415. 


4. Rule 17a—5. The Commission intends 
to consider during the second calendar 
quarter of 1982 whether to propose to 
engage in rulemaking to reconsider 
whether existing exemptions from the 
requirement that brokers and dealers 
file audited reports pursuant to Rule 
17a-5 adequately reflect current costs 
to broker-dealers and benefits to the 
public. Currently, most broker-dealers 
file an annual report with audited finan- 
cial statements pursuant to Rule 17a—5. 
Some broker-dealers, however, are ex- 
empt from that requirement, and the 
Commission may consider whether to 
create new exemptions or to eliminate 
any of the existing exemptions, except 
those for specialists and floor brokers, 
in order to assure the integrity of re- 
quired reports. The amendments would 
be proposed pursuant to the Commis- 
sion’s rulemaking authority under Sec- 
tions 15, 17 and 23 of the Securities Ex- 
change Act. Agency contact: Michael 
Macchiaroli, Division of Market Regula- 
tion, (202) 272-2372. 


5. Rule 17a—5. During the second calen- 
dar quarter of 1982 the Commission in- 
tends to consider whether to repropose 
for further public comment amendments 
to Parts Il and IIA of the Financial and 
Operational Combined Uniform Single 
Report (“FOCUS Report’) which is re- 
quired to be filed by brokers and dealers 
pursuant to Rule 17a-—5. Part Il of the 
FOCUS Report is filed quarterly by bro- 
kers and dealers who clear transactions 
or carry customer accounts; a shorter 
Part IIA of the FOCUS Report is filed 
quarterly by brokers and dealers who 
neither clear transactions nor carry cus- 
tomer accounts. The amendments are 
designed to revise and clarify certain 
operational and financial reporting re- 
quirements. The amendments were first 
published for public comment in Securi- 
ties Exchange Act Release No. 17138 
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(Sept. 9, 1980) (45 FR 62092) pursuant 
to Sections 15, 17 and 23 of the Securi- 
ties Exchange Act. Agency contact: 
James Moody, Division of Market Regu- 
lation, (202) 272-2370. 


C. Investment Management Rules 


1. Rule 3a—4. In Investment Company 
Act Release No. 11391 (October 10, 
1980) (45 FR 69479), the Commission 
proposed for public comment Rule 
3a-4, which would deem investment 
management services providing their 
clients with individualized treatment not 
to be investment companies for pur- 
poses of the Investment Company Act 
of 1940 (15 U.S.C. 80a et seq.). The 
principal objective of the rule would be 
to provide a “safe harbor’ for any in- 
vestment manager which provides its 
clients with treatment based on the indi- 
vidual needs and goals of each client. 
Under such circumstances, regulation 
of investment management services un- 
der the Investment Company Act would 
appear to be unnecessary. The authori- 
ty of the Commission to promulgate this 
rule is in Sections 6(c) and 38(a) of the 
Investment Company Act. The comment 
period for the proposal expired in Janu- 
ary 1981, and final action is expected by 
March 31, 1982. Agency contact: Arthur 
J. Brown, Division of Investment Man- 
agement, (202) 272-2048. 


2. Proposed Rule 22d-6. The Commis- 
sion is considering whether to propose 
a Rule 22d-—6, which would exempt cer- 
tain persons from the provisions of Sec- 
tion 22(d) of the Investment Company 
Act. That section generally requires that 
redeemable securities issued by invest- 
ment companies be sold to the public 
only at a current offering price de- 
scribed in the prospectus. The rule 
would permit an investment company 
and its underwriters to decide the pric- 
ing system for the securities being of- 
fered without first obtaining Commission 
approval therefor or a specific exemp- 
tion from Section 22(d) of the Invest- 
ment Company Act. The authority for 
the Commission to propose: any such 
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rule is in Sections 6(c) and 38(a) of that 
Act. The final action is expected by 
March 31, 1982. Agency contact: Arthur 
J. Brown, Division of Investment Man- 
agement, (202) 272-2048. 


3. Rule 180. In Securities Act Release 
No. 6247 (October 14, 1980) (45 FR 
69476) the Commission proposed for 
public comment Rule 180, which would 
exempt from the registration require- 
ments of the Securities Act interests 
and participations issued in connection 
with the tax-qualified retirement plans 
commonly known as “H.R. 10” plans of 
certain partnerships. Because H.R. 10 
plans are not entitled to the exemption 
from registration available to the tax- 
qualified retirement plans of certain em- 
ployers, many such plans have applied 
for and received exemptions from such 
registration requirements. The proposed 
rule is designed to obviate the need for 
most, if not all, such appiications. The 
legal basis of the Commission’s authori- 
ty to take this action is in Section 3(a)(2) 
of the Securities Act. The comment pe- 
riod for this rules expired in January 
1981, and final action is expected by 
December 31, 1981. Agency contact: 
Arthur J. Brown, Division of Investment 
Management, (202) 272-2048. 


4. Amendment of Rule 17g-1. In In- 
vestment Company Act Release No. 
11193 (June 2, 1980) (45 FR 38407), 
the Commission proposed for public 
comment an amendment to Rule 17g-1 
under the Investment Company Act 
which would clarify the scope of the rule 
by explicitly requiring bonding of officers 
and emnloyees of an investment com- 
pany’s depositor, trustee, investment 
adviser or other manager, and of any af- 
filiated person of such persons, who, 
because they have access to the secu- 
rities or funds of the investment compa- 
ny, function as officers and employees 
of the investment company. The author- 
ity of the Commission to promulgate 
such rule is in Sections 17(g) and 38(a) 
of the Investment Company Act. The 
period for public comment expired in 
July 1980, and final action is expected 
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by December 31, 1981. Agency contact: 
Arthur J. Brown, Division of Investment 
Management, (202) 272-2048. 


5. Amendments to Form N-1Q. The 
Commission proposed amendments to 
Form N-1Q under the Investment Com- 
pany Act in Investment Company Act 
Release No. 11448 (November 17, 
1980) (45 FR 78158). Form N-1Q is 
used by most investment management 
companies to report the occurrence dur- 
ing the preceding calendar quarter of 
any one or more of twelve specified 
events. The principal change proposed 
by the Commission was to replace the 
requirement that investment companies 
filing Form N-1Q list certain information 
about changes in their securities portfo- 
lios on a calendar quarterly basis with a 
requirement that this information be re- 
ported annually on either Form N-1 or 
Form N-2, the registration forms under 
the Investment Company Act and the 
Securities Act for, respectively, open- 
end and closed-end management in- 
vestment companies. In addition, the 
Commission proposed to add the con- 
tinuation of the reporting company’s 
current investment advisory contract to 
the list of routine matters submitted to a 
vote of the company’s security holders 
which need not be reported on Form 
N-1Q. The proposals are designed to 
reduce the number of times a reporting 
company must file Form N-1Q. The le- 
gal basis for the proposals lies in the 
Commission's authority to prescribe 
quarterly reporting by investment com- 
panies under Sections 8 and 30 of the 
Investment Company Act and Sections 
13 and 15(d) of the Securities Exchange 
Act. The comment period expired on 
February 27, 1981. The final action is 
expected by November 2, 1981. Agency 
contact: Jane A. Kanter, Division of In- 
vestment Management, (202) 272-2112 
or Anthony A. Vertuno, Division of In- 
vestment Management, (202) 
272-2107. 


6. Revisions to Forms ADV and ADV-S, 
Amendments to Rules 204-1 and 


sion adopted new integrated disclosure 
requirements for investment advisers 
registered under the Investment Advis- 
ers Act of 1940 15 U.S.C. 80b-1 et 
seq.) which became effective on July 
31, 1979.9 These requirements consist 
principally of certain revisions to Form 
ADV, the investment adviser registra- 
tion form; new Rule 204-3 (the “Bro- 
chure Rule’) and new Form ADV-S, a 
short annual supplement to Form ADV. 
Form ADV was reorganized into two 
parts. Revisions contained in Part | re- 
flect, in part, amendments to the Advis- 
ers Act made by the Securities Acts 
Amendments of 1975 and also seek in- 
formation about the basic characteris- 
tics of the advisory industry to facilitate 
the Commission's efforts to improve its 
relation of investment advisers and to 
allow its investment adviser inspection 
program to operate more effectively. 
Revisions contained in Part Il, in sub- 
stantial part, relate to the requirements 
of the Brochure Rule. As a general mat- 
ter, the Brochure Rule requires an in- 
vestment adviser to deliver, or to offer 
to deliver, to prospective and existing 
clients a written disclosure statement 
which contains specified information re- 
garding the background and business 
practices of the adviser. An investment 
adviser may deliver or offer to deliver ei- 
ther a copy of Part Il of Form ADV or 
another document containing at least 
the same information. Form ADV-S is a 
two-page supplement to Form ADV 
which must be filed annually by all reg- 
istered investment advisers. In Invest- 
ment Advisers Act Release No. 766 
(July 21, 1981) (46 FR 38529), the 
Commission proposed amendments to 
the integrated disclosure requirements 
designed to correct inconsistencies and 
technical errors and to eliminate unnec- 
essary provisions in the forms and 
rules. The proposals have their legal 
basis in the Commission’s authority un- 
der: (i) Section 203(c) to prescribe the 
form to be used and certain information 





2Investment Advisers Act Release No. 664 (Janu- 6 
ary 30, 1979) (44 FR 7870). 


204-3. In January 1979, the Commis- 
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to be provided in applications for invest- 
ment adviser registration, (ii) Section 
204 to prescribe records which an ad- 
viser subject to registration shall make 
and keep and furnish or make available 
to the Commission, (iii) Section 206(4) 
to define and prescribe means reasona- 
bly designed to prevent acts, practices 
and courses of business by investment 
advisers which would be fraudulent, de- 
ceptive or manipulative, and (iv) Section 
211(a) to make or amend such rules as 
are necessary or appropriate to the ex- 
ercise of the functions and power 
conferred upon the Commission in the 
Investment Advisers Act. The deadline 
for public comments was September 30, 
1981 and final action is expected by 
January 29, 1982. Agency contact: Ar- 
thur Dinerman, Division of Investment 
Management, (202) 272-2079. 


7. Proposed Amendments to Rule 
204-2. Section 204 of the Investment 
Advisers Act requires investment advis- 
ers subject to registration under Section 
203 to make and keep such records and 
furnish such copies thereof as the Com- 
mission, by rule, may prescribe. Section 
204 also provides that such records are 
subject at any time to reasonable exam- 
ination by the Commission’s represent- 
atives. Rule 204-2, adopted in 1962, 
sets out the requirements which invest- 
ment advisers subject to registration 
must follow as to recordkeeping. The 
staff has recently completed its first 
comprehensive review of Rule 204-2 
since its adoption. As a result of this re- 
view, a number of amendments to Rule 
204-2 are under consideration which 
would clarify the nature and extent of 
the books and records required to be 
kept by investment advisers. These 
amendments would reflect changes in 
the nature of the investment advisory in- 
dustry since adoption of the rule and the 
experience of the Commission staff in 
conducting its inspection program. The 
proposed amendments would be adopt- 
ed pursuant to the Commission’s au- 
thority under: (i) Section 204 to pre- 
scribe such records an adviser subject 
to registration shall make, keep, furnish 
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and make available to the Commission; 
and (ii) Section 211(a) to make, issue, 
amend and rescind such rules and reg- 
ulations and such orders as are neces- 
sary or appropriate to the exercise of 
the functions and powers conferred 
upon the Commission elsewhere in the 
Investment Advisers Act. Action on 
these amendments is expected by Feb- 
ruary 26, 1982. Agency contact: Arthur 
Dinerman, Division of Investment Man- 
agement, (202) 272-2079. 


8. Proposed Rule 17f-5. The Commis- 
sion is considering whether to propose 
a Rule 17f-5, which would permit a reg- 
istered management investment compa- 
ny or its qualified custodian to deposit 
all or any part of the investment compa- 
ny’s foreign securities or similar invest- 
ments in a foreign bank as subcusto- 
dian or in a foreign securities 
depository. The rule would enable in- 
vestment companies, without filing ap- 
plications for exemptive orders, to pro- 
vide for the custody of foreign securities 
in foreign banks and facilitate the clear- 
ance and settlement of securities in for- 
eign countries. The authority for the 
Commission to propose this rule is in 
Sections 6(c), 17(f) and 38(a) of the In- 
vestment Company Act. Final action is 
expected by January 31, 1982. Agency 
contact: Arthur J. Brown, Division of In- 
vestment Management, (202) 
272-2048. 


9. Proposed Rules 11a-2 and 11c-1. 
The Commission is in the process of de- 
veloping two rule proposals which would 
exempt certain investment companies 
and their principal underwriters from 
Section 11 of the Act. That Section gen- 
erally provides, among other things, that 
(1) offers of exchange involving regis- 
tered open-end companies must be 
made on the basis of the relative net as- 
set values of the securities to be ex- 
changed, unless the terms of the offer 
have first been approved by the Com- 
mission, and (2) offers of exchange 
involving registered unit investment 
trusts must be approved by the Com- 
mission irrespective of the basis of ex- 
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change. The proposed rules, which 
would reflect Commission exemptive or- 
ders in this area, would obviate the ne- 
cessity for filing a substantial number of 
applications requesting exemption from 
Section 11. The authority of the Com- 
mission to propose such rules is in Sec- 
tion 6(c), 11 and 38(a) of the Investment 
Company Act. Final action is expected 
by March 31, 1982. Agency contact: Ar- 
thur J. Brown, Division of Investment 
Management, (202) 272-2048. 


10. Proposed Rule 2a—7. The Commis- 
sion intends to consider during the 
fourth calendar quarter of 1981 whether 
to propose a Rule 2a-7, which would 
exempt certain investment companies 
known as money market funds from the 
provisions of Section 2(a)(41) of the In- 
vestment Company Act and Rules 2a—4 
and 22c-1 thereunder for the purpose 
of calculating their current net asset 
values per share. The rule would permit 
an investment company, subject to cer- 
tain conditions, to calculate its price per 
share using either (1) the amortized 
cost method of valuation to value its 
portfolio securities for purposes of 
computing its current net asset value; or 
(2) the penny-rounding method to calcu- 
late its current net asset value per share 
rounded to the nearest one cent on a 
share value of one dollar. The authority 
for the Commission to propose any such 
rule is in Sections 6(c), and 22(c) and 
38(a) of the Investment Company Act. 
Final action is expected by November 
30, 1981. Agency contact: Cathy G. 
Douglas, Division of Investment Man- 
agement, (202) 272-2024. 


11. Rule 6c-6. In Investment Company 
Act Release No. 11980 (October 2, 
1981) (46 FR 49580) the Commission 
proposed for public comment Rule 
6c-6, which would provide registered 
separate acounts and certain other per- 
sons with exemptive relief from certain 
provisions of the Investment Company 
Act and the rules thereunder to the ex- 
tent necessary to permit them to organ- 
ize new portfolio investment companies 
and to substitute shares of those 


companies for shares of existing portfo- 
lio investment companies. Rule 6c-6 
was proposed in response to the Com- 
mission’s belief that many separate ac- 
counts might need to modify their meth- 
ods of operations as a result of 
Revenue Ruling 225 issued by the Inter- 
nal Revenue Service on September 25, 
1981. Rule 6c-6(T) was adopted by the 
Commission on a temporary basis on 
the same day it was proposed. The au- 
thority of the Commission to promulgate 
such rule and adopt Rule 6c-6(T) is in 
Sections 6(c) and 38(a) of the Invest- 
ment Company Act. The period for pub- 
lic comment expires December 2, 1981. 
Agency contact: S. Elliott Cohan, Divi- 
sion of Investment Management, (202) 
272-2060. 


12. Proposed Automatic Effective Rule 
for Unit Investment Trust Bond Fund 
Registration Statements. |In Securities 
Act Release No. 6356 (October 20, 
1981), the Commission has proposed a 
rule, 475b, under the Securities Act un- 
der which registration statements filed 
by unit investment irusts would be 
permitted to become effective automati- 
cally, without staff review, on a date and 
at a time designated by the registrant, if 
the registrant complied with certain con- 
ditions and made certain representa- 
tions. Unlike management investment 
companies, unit investment trusts sell 
units in a portfolio of securities that is 
fixed at inception. Unit investment trust 
bond funds issue units in series, and of- 
ten there is no difference between a 
newly-registered series and preceding 
series other than the specific composi- 
tion of the portfolio. Automatic effective- 
ness pursuant to the rule would be 
available only in this circumstance. The 
rule is necessary because of the large 
number of these filings, which take up 
an increasingly large proportion of di- 
minishing staff resources, and because 
of their routine nature, which makes de- 
tailed staff review unnecessary. The au- 
thority for the Commission to propose 
Rule 475b is in Sections 7, 8 and 19(a) 
of the Securities Act. Final action is ex- 
pected by October 30, 1981. Agency 
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contact: Kathleen A. Jackson, Division 
of Investment Management, (202) 
272-2115. 


13. Proposed Automatic Effectiveness 
Rule for Post-Effective Amendments 
Filed by Insurance Company Separate 
Accounts. The Commission may pro- 
pose a new rule under the Securities 
Act of 1933 providing for automatic ef- 
fectiveness of post-effective amend- 
ments to registration statements filed by 
insurance company separate accounts. 
The rule would be based on current 
Rule 465 permitting automatic effective- 
ness for post-effective amendments 
filed by registrants other than insurance 
companies. The rationale for the pro- 
posed rule would be the same as that 
for Rule 465, i.e., that certain routine fil- 
ings do not need staff review before ef- 
fectiveness and that registrants should 
take greater responsibility for compli- 
ance of their filings with the federal se- 
curities laws. The authority for the Com- 
mission to propose this new rule is in 
Sections 7, 8, and 19(a) of the Securi- 
ties Act. Final action is expected by De- 
cember 14, 1981. Agency contact: 
Susan Hart, Division of Investment 
Management, (202) 272-2098. 


14. Proposed Prospectus Simplifica- 
tion. The Commission is considering 
whether to propose amendments to 
Form N-1, the registration statement 
form under the Investment Company 
Act and the Securities Act for open-end 
management investment companies, in- 
tended to achieve a simplified prospec- 
tus for investment companies. The 
goals of such simplification would be to 
make disclosure easier for investors to 
understand and to reduce the costs and 
burdens of preparing and distributing 
prospectuses. The Commission be- 
lieves a simplified prospectus is neces- 
sary because current prospectuses 
have become too cumbersome for the 
average investor to understand and be- 
cause current requirements result in the 
disclosure of much information that is 
not necessarily material to an invest- 
ment decision. The legal basis for the 


proposal lies in the Commission’s au- 
thority to prescribe the information re- 
quired to be contained in registration 
statements and prospectuses of invest- 
ment companies under Section 8 of the 
Investment Company Act and Sections 
7 and 10 of the Securities Act. Final ac- 
tion is expected by February 1, 1982. 
Agency contact: Dianne E. O'Donnell, 
Division of Investment Management, 
(202) 272-2093. 


15. Proposed Amendments to Regula- 
tion E. The Commission may adopt cer- 
tain proposals to amend Regulation E 
under the Securities Act which provides 
a conditional exemption from registra- 
tion under that Act for securities of small 
business investment companies. The 
amendment would increase the maxi- 
mum offering price of securities that 
may be offered under Regulation E, 
without registration under the Securities 
Act, to $1,500,000 and increase the 
maximum amount of an offering for 
which an offering circular is not required 
to $100,000. These changes would par- 
allel amendments made to Regulation A 
in Securities Act Release No. 5977 
(September 11, 1978) (43 FR 41383). 
The authority for the Commission to 
adopt such changes is in Sections 3(c) 
and 19(a) of the Securities Act. The ap- 
proximate date for completing action is 
March 31, 1982. Agency contact: Susan 
Hart, Division of Investment Manage- 
ment, (202) 272-2098. 


16. Notification Forms for Business De- 
velopment Companies. |In Investment 
Company Act Release No. 11703 
(March 26, 1981) (46 FR 19459), the 
Commission adopted, on an interim ba- 
sis, certain new forms related to the 
Small Business Investment Incentive 
Act of 1980. Under that Act, certain in- 
vestment companies, designated busi- 
ness development companies, can elect 
to be regulated pursuant to Sections 55 
through 65 of the Investment Company 
Act rather than pursuant to Sections 1 
through 53, and are thereby permitted 
greater flexibility in their capital struc- 
ture, compensation of directors and offi- 
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cers, and transactions with portfolio 
companies. The forms adopted by the 
Commission provide a means by which 
such companies may notify the Com- 
mission of their election to be regulated 
as a business development company, 
their intent to so elect, or their withdraw- 
al of election. The authority of the Com- 
mission to adopt these forms is in Sec- 
tions 6(f), 38(a), 54, and 59 of the 
Investment Company Act. At the time 
the forms were adopted on an interim 
basis, public comment was requested 
on whether the forms should be adopted 
on a permanent basis and, if so, wheth- 
er any changes should be made. The 
period for public comment expired in 
June 1981, and final action is expected 
by December 7, 1981. Agency contact: 
Eric Pookrum, Division of Investment 
Management, (202) 272-2118. 


Il. PUBLIC COMMENT 

The Commission invites public comment on any 
aspect of the subject areas or particular items in 
the foregoing regulatory flexibility agenda. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18203/October 23, 1981 


NATIONAL SECURITIES CLEARING 
CORPORATION (‘‘NSCC’’) 


(SR-NSCC-81-9) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On June 11, 1981, NSCC filed with the Commis- 
sion pursuant to Section 19(b)(1) of the Securities 
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Exchange Act of 1934, 15 U.S.C. 78s(b)(1), (the 
“Act’) and Rule 19-4 thereunder, a proposed rule 
change authorizing NSCC to institute a Demand 
Withhold Service that would enable a NSCC mem- 
ber to cancel an OTC trade previously compared 
in error at NSCC, absent timely objection from the 
contra party. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
17980, July 27, 1981) and by publication in the 
Federal Register (46 FR 39,525, August 3, 1981). 
One letter of comment was received by the Com- 
mission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to registered clearing agencies, and in 
particular, the requirements of Section 17A of the 
Act. 


It is therefore ordered, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18204/October 23, 1981 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-79-5) 


ORDER APPROVING AMENDED PROPOSED 
RULE CHANGE 
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On May 24, 1979, the Municipal Securities 
Rulemaking Board (the “MSRB”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78s(b)(1) (the “Act’), and Rule 19b—4 thereunder, 
copies of a proposed rule change to amend its uni- 
form practice rule, MSRB rule G-12. On August 
26, 1981, the MSRB filed an amendment to the 
proposed rule change. The proposed rule change, 
as amended, would establish at eight days the 
time period by which a municipal securities broker 
or municipal securities dealer which has sent a 
confirmation with respect to an interdealer trans- 
action, but has not received a contra-confirmation, 
must initiate procedures to verify the transaction. 
Currently, MSRB rule G-—12 requires that such a 
procedure be initiated promptly. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
release {Securities Exchange Act Release No. 
15901 (June 6, 1979)), and by publication in the 
Federal Register (44 FR 33993 (1979)). Notice of 
the amendment to the proposed rule change was 
given in Securities Exchange Act Release No. 
18081 (September 4, 1981) and by publication in 
the Federal Register (44 FR 45458 (1981)).' No 
comments were received with respect to the pro- 
posed rule change. 


The text of the proposed rule change as amended 
is as follows: 


Rule G-12. Uniform Practice. 
(a) through (c) no change. 


(d) Comparison and Verification of Confirmations; 
Unrecognized Transactions 


(i) and (ii) no change. 


(iii) In the event a party has sent a con- 
firmation of a transaction, but fails to re- 





1 The MSRB also filed a technical amendment to 
the proposed rule change on October 22, 1979, to 
clarify that the proposed rule change established 
the beginning of the time period for verification 
procedures and did not impose a deadline for re- 
ceipt of the contra-confirmation. 
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ceive a confirmation from the contra 
party or a notice indicating nonrecogni- 
tion of the transaction, the confirming 
party shall, not earlier than the fourth 
business day following the trade date 
(the sixth business day following the 
trade date, in the case of an initial con- 
firmation of a transaction effected on a 
“when, as, and if issued” basis) nor lat- 
er than the eighth business day follow- 
ing the trade date, seek to ascertain 
whether a trade occurred. If, after such 
verification, such party believes that a 
trade occurred, it shall immediately noti- 
fy the non-confirming party by tele- 
phone to such effect and send within 
one business day thereafter, a written 
notice, return receipt requested, to the 
non-confirming party, indicating failure 
to confirm. Promptly following receipt of 
telephone notice from the confirming 
party, the non-confirming party shall 
seek to ascertain whether a trade 
occurred and the terms of the trade. In 
the event the non-confirming party de- 
termines that a trade occurred, it shall 
immediately notify the confirming party 
by telephone to such effect and, within 
one business day thereafter, send a 
written confirmation of the transaction to 
the confirming party. In the event a 
party cannot confirm the trade, such 
party shall promptly send a written no- 
tice, return receipt requested, to the 
confirming party, indicating nonrecogni- 
tion of the transaction. 


(iv) through (viii) no change. 
(e) through (1) no change. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to the MSRB and, in particular, the re- 
quirements of Section 15B and the rules and regu- 
lations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


SEC DOCKET/1323 








For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18205/October 23, 1981 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-81-18) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On September 21, 1981, the New York Stock Ex- 
change, inc. (“NYSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78s(b)(1) (“Act’’) 
and Rule 19b-4 thereunder, copies of a proposed 
rule change to modify its margin rules relating to 
the extension of credit on shelf-registered, control 
and restricted securities, exchange-traded options 
on GNMA and U.S. Government securities and 
over-the-counter options on U.S. Government se- 
curities. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
18153, October 6, 1981) and by publication in the 
Federal Register (46 FR 50647, October 14, 
1981). All written statements with respect to the 
proposed rule change which were filed with the 
Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person were considered ex- 
ception of those statements or communications 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. 552 were 
made available to the public at the Commission’s 
Public Reference Room. 


In accordance with the request of the NYSE, the 
Commission is considering on an accelerated ba- 
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sis that portion of the proposed rule change 
relating to exchange-traded options on GNMA se- 
curities.1 The Commission finds that the proposed 
rule change, insofar as it relates to exchange- 
traded GNMA options, is consistent with the re- 
quirements of the Act and the rules and regula- 
tions thereunder applicable to a national securities 
exchange and, in particular, the requirements of 
Section 6 and the rules and regulations thereun- 
der. 


The Commission finds good cause for approving 
that portion of the proposed rule change relating to 
exchange-traded GNMA options prior to the thirti- 
eth day after the date of publication of the notice 
of filing thereof since the NYSE’s proposed margin 
requirements for exchange-traded GNMA options 
conform to the margin rules of the Chicago Board 
Options Exchange, Incorporated (‘“CBOE”’) which 
were previously approved by the Commission fol- 
lowing publication of notice thereof and opportuni- 
ty for public comment.? Moreover, approval of the 
proposed rule change on an accelerated basis will 
facilitate the scheduled commencement of GNMA 
options trading by the CBOE on October 30, 1981. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








1 See letter to Gene E. Carasick, Assistant Direc- 
tor, SEC, from James F. Swartz, Jr., Vice Presi- 
dent, NYSE (October 7, 1981). The remaining 
portions of the proposed rule change will be con- 
sidered in accordance with normal Rule 19b-4 
procedures. 


2 Securities Exchange Act Release No. 17577 
(February 26, 1981), 46 FR 15242 (March 4, 1981) 
and Securities Exchange Act Release No. 18109 
(September 21, 1981), 46 FR 47335 (September 
25, 1981). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18206/October 23, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY NEW YORK STOCK EXCHANGE, 
INC. 


File No. SR-NYSE-81-20 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted on October 20, 1981, a proposed rule 
change under Rule 19b-4 to amend NYSE Rule 
409 to remove the provision which permits a mem- 
ber organization to address confirmations, state- 
ments and other communications to a husband 
having power of attorney over his wife’s account, 
without the wife’s express written instructions to 
do so, and without providing her with duplicate 
copies. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 26, 1981. In order to assist the Commis- 
sion to determine whether to approve the pro- 
posed rule change or institute proceedings to de- 
termine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-NYSE-81-20. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. § 552, will be 
available for inspection and copying at the Com- 
mission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18207/October 26, 1981 


Admin. Proc. File No. 3-6067 
In the Matter of 


N&A SECURITIES CORP. 

(formerly known as Noga & Associates, Inc.) 
207 Sweetwater Square 

Longwood, Florida 32750 


8-23066 
and 


GEORGE KENNETH NOGA 
1309 Sweetwater Club Boulevard 
Longwood, Florida 32750 


ORDER INSTITUTING PUBLIC ADMINISTRA- 
TIVE PROCEEDINGS AND IMPOSING REMEDI- 
AL SANCTIONS 


In connection with a proposed administrative pro- 
ceeding under the Securities Exchange Act of 
1934 (“Exchange Act’), N&A Securities Corp. 
(‘Registrant’), a registered broker-dealer, and 
George Kenneth Noga (Mr. Noga’), president, 
treasurer, sole active employee and principal of 
the Registrant, have submitted an Offer of Settle- 
ment, without admitting or denying any allegation 
contained in this Order Instituting Public Adminis- 
trative Proceedings and Imposing Remedial Sanc- 
tions (“Order”), which the Commission has deter- 
mined to accept. Solely for the purpose of these 
proceedings and any other proceedings pursuant 
to specified sections of the Exchange Act, Securi- 
ties Act of 1933, Investment Advisers Act of 1940, 
Investment Company Act of 1940 and Securities 
Investor Protection Act of 1973, Registrant and 
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Mr. Noga, herein, consent to the findings and 
sanctions set forth below. 


Accordingly, IT IS ORDERED that proceedings 
pursuant to Section 15(b) of the Exchange Act be, 
and they hereby are, instituted. 


On the basis of this Order for Proceedings, and 
the Offer of Settlement, it is found that: 


A. The Registrant wilfully violated, and Mr. Noga 
wilfully aided and abetted violations of, Sections 
15(c)(3), 17(a), 17(b), and 17(f)(2) of the Ex- 
change Act and Rules 15c3-3, 17a-3, 17a-4, 
17a-5, 17a-11 and 17f-2 promulgated thereun- 
der. 


IV. 


In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the Offer of 
Settlement 


Accordingly, IT 1S ORDERED that effective the 
date of this Order: 


A. The Registrant and Mr. Noga are hereby cen- 
sured by the Commission; 


B. That Mr. Noga be required to take the National 
Association of Securities Dealers Examination 
Series 22 and 39 (“NASD Exam’); 


C. That if Mr. Noga does not pass said NASD 
Exam with a grade of C or better within 18 months 
from the date of this Order, then the Registrant's 
registration will thereby be suspended by the 
Commission until such grade is recorded. 


D. That Mr. Noga submit fingerprints to the Attor- 
ney General of the United States for identification 
and appropriate processing pursuant to Section 
17(f)(2) of the Exchange Act and Rule 17f-2 pro- 
mulgated thereunder; 


E. That the Registrant and/or Mr. Noga submit to 
the Commission an affidavit regarding the extent 
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of the Registrant’s securities business prior to Juiy 
1, 1980; and 


F. That the Registrant file, and Mr. Noga as its 
principal cause it to file, quarterly reports within 
seventeen (17) business days after the end of 
each calendar quarter and within seventeen (17) 
business days after the date the Registrant has 
selected for the annual audit of financial state- 
ments and annual reports within sixty (60), days 
after the date of the Registrant's financial state- 
ments pursuant to Section 17(a) of the Exchange 
Act and Rule 17a—5 promulgated thereunder. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18208/October 26, 1981 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 
PHILADELPHIA STOCK EXCHANGE, INC. 


ORDER APPROVING ON A PROVISIONAL BA- 
SIS A PLAN PROVIDING FOR ALLOCATION OF 
EXAMINING AUTHORITY; PUBLICATION OF 
THE PLAN FOR COMMENT 


On October 22, 1981, the National Association of 
Securities Dealers (the “NASD”) and the Phila- 
delphia Stock Exchange (the “PHLX’’) filed a plan 
(the “Plan’) for allocating regulatory responsibili- 
ties under Section 17(d) of the Securities Ex- 
change Act of 1934 (the ‘“‘Act’’), 15 U.S.C. 
§78q(d), between and among the NASD and the 
PHLX. 


Publication of the Plan is expected to be made in 
the Federal Register during the week of October 
26, 1981. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date 
of publication in the Federal Register. Persons 


Volume 23, No. 17, November 10, 1981 





desiring to make written submissions within 
twenty-one days from the date of publication 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capito! Street, Washington, 
D.C. 20549. Reference should be made to File No. 
S7-912. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission's Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the Plan will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zations. 


The Commission finds that provisional approval of 
the Plan is appropriate at this time and is currently 
reviewing the Plan in accordance with applicable 
provisions of the Act, and the rules thereunder and 
expects to make the Plan permanent upon com- 
pletion of its review. 


The Plan is hereby approved pursuant to Sections 
17d(d) and 11A(a)(3)(B) of the Act, 15 U.S.C. 
§§78q(d) and 78k-—1(a)(3)(B), for the period of 
time from the date of this order through May 30, 


1982, unless such period is otherwise extended by 
the Commission. 


The Commission further orders that the PHLX be 
and hereby is relieved of the responsibilities allo- 
cated to the NASD under the Plan as approved for 
the prescribed period of time herein in accordance 
with Sections 17(d) and 19(g) of the Act, 15 U.S.C. 
§ §78q(d) and 78s(Q). 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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AGREEMENT BETWEEN THE 
NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

AND THE 
PHILADELPHIA STOCK EXCHANGE, INC. 
PURSUANT TO RULE 17d-2 
UNDER THE SECURITIES EXCHANGE ACT 
OF 1934 


This Agreement (the “Agreement” or “Plan’) be- 
tween the National Association of Securities Deal- 
ers, Inc. (the “NASD”), and the Philadelphia Stock 
Exchange, Inc. (the “PHLX’), is made this 21st 
day of October, 1981, in accordance with the pro- 
visions of Section 17(d) of the Securities Ex- 
change Act of 1934 (the “Act’), and Rule 17d-2 
thereunder. 


WHEREAS, under the Act, and the rules and regu- 
lations thereunder, the PHLX is a self-regulatory 
organization and the NASD is a self-regulatory or- 
ganization; 


WHEREAS, Section 17(d), and Rule 17d—2 there- 
under, are intended to reduce or to eliminate 
regulatory duplication among self-regulatory or- 
ganizations and to serve other purposes under the 
Act; 


WHEREAS, Section 17(d), and Rule 17d—2 there- 
under, provide for the allocation of self-regulatory 
responsibilities pursuant to one or more plans by 
two or more self-regulatory organizations sub- 
mitted to, and approved by, the Securities and Ex- 
change Commission (the “Commission”), and for 
the exchange of reports and information among 
self-regulatory organizations; 


WHEREAS, the NASD and the PHLX propose to 
execute a plan, in the form of this Agreement, un- 
der Section 17(d), and Rule 17d-2 thereunder, to 
serve such purposes concerning Common Mem- 
bers and, in accordance with Sections 17(d) and 
19(g) of the Act, to relieve the PHLX from the self- 
regulatory responsibilities as set forth below; and 


WHEREAS, the NASD and the PHLX propose to 
file this Agreement with the Commission for its re- 
view and approval. 


NOW, THEREFORE, in consideration of the 
mutual covenants contained hereafter, and in con- 
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sideration of other valuable consideration, the 
NASD and the PHLX hereby agree as follows: 


A. Definitions 


1. For purposes of this Agreement, the following 
definitions shall apply. 


(a) The term “Common Member” shall 
mean a member of both the NASD and 
the PHLX or any associated person of 
such Common Member. 


(b) The term “Enforcement Responsibil- 
ity” shall mean the conduct of appropri- 
ate proceedings to determine whether 
violations of pertinent laws, rules, or 
regulations have occurred. 


(c) The term “Inspection and Examining 
Responsibility” shall mean: 


(1) examinations of Common Mem- 
bers to determine compliance by such 
members with the applicable rules of 
the PHLX, the By-Laws and Rules of 
Fair Practice of the NASD, the Act 
and the rules and regulations there- 
under, and other applicable laws, 
rules and regulations; 


(2) financial and operational surveil- 
lance and the review of reports cen- 
trally filed with the NASD by Common 
Members covered by this Agreement; 
and 


(3) all other necessary functions not 
requiring on-site Common Member 
examination, including investigations 
of Common Members; 


(d) The term “Immediate Notice” shall 
mean (i) notice by one party to the other 
party under this Agreement that is pro- 
vided at the same time that such first 
party provides notice to the Commis- 
sion; or (ai), where notification to the 
Commission is not required, at the 
earliest practicable time. 
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(e) The term “Regulatory Responsibili- 
ty” shall refer to Inspection, Examina- 
tion and Enforcement Responsibility. 


(f) The term “Unique PHLX Rule” shall 
mean a PHLX rule that, in substance, 
does not appear in the rules of the 
NASD. 


2. Unless otherwise defined in this Agreement, or 
unless the context otherwise requires, the terms 
used in this Agreement shall have the same mean- 
ing as they have under the Act and the rules and 
regulations thereunder. 


B. Responsibilities of the NASD 


1. Regulatory Responsibility. The NASD shall as- 
sume Regulatory Responsibility for all Common 
Members which are or shall become designated to 
the NASD pursuant to the provisions of Rule 
17d-—1 under the Act. 


(a) A proceeding, when the Enforcement 
Responsibility of the NASD, shall be 
conducted pursuant to its Code of Pro- 
cedure for Handling Trade Practice 
Complaints. 


(b) Except as set forth in Section B.1.(c), 
the NASD’s Regulatory Responsibility 
for applicable PHLX rules shall be divid- 
ed into two categories: (i) Common 
Members that were designated to the 
PHLX under Rule 17d-1 immediately 
preceding redesignation under such 
rule to the NASD in connection with this 
Agreement; and (ii) Common Members 
that were not designated to the PHLX 
pursuant to Rule 17d-1 immediately 
preceding redesignation under such 
rule to the NASD at the time of the exe- 
cution of this Agreement. In the case of 
category (i), the NASD shall have 
Regulatory Responsibility for all rele- 
vant PHLX rules, whether regulatory or 
housekeeping; in the case of category 
(ii), the NASD shall have Regulatory 
Responsibility for only those PHLX rules 
which are regulatory. The NASD shall 
not assume any Regulatory Responsi- 
bility for PHLX rules which are defini- 
tional or administrative in nature. The 
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designation of PHLX rules as regula- 
tory, housekeeping, definitional or 
administrative shall be jointly deter- 
mined by agreement of the NASD and 
the PHLX. 


(c) The PHLX shall have Regulatory Re- 
sponsibility for all PHLX rules, as well 
as the Act and rules and regulations 
thereunder, with respect to any Com- 
mon Member that (i) acts as a regis- 
tered specialist, registered options trad- 
er, or floor broker on the PHLX and (ii) 
has revenue from one or more of such 
activities amounting to at least 75% of 
its total revenue (before expenses), as 
reported on either Part II or Part IIA of 
Form X-17A-5 under the Act, during the 
previous calendar year. 


(1) The PHLX and the NASD shall re- 
view, and confirm with each other in 
writing, the identity and allocation of 
the Common Members within the 
scope of this paragraph (c) on an an- 
nual basis. 


(2) The NASD shall not oppose the 
designation of the PHLX as the desig- 
nated examining authority under Rule 
17d-1 for such Common Members. 


2. Unique PHLX Rules. 


(a) Apparent violations of unique PHLX 
Rules discovered by the NASD pursuant 
to the performance of its Regulatory Re- 
sponsibilities shall be referred to the 
PHLX for enforcement proceedings as 
the PHLX deems necessary, although 
the PHLX on a case-by-case basis may 
determine to authorize the NASD to un- 
dertake the Enforcement Responsibility 
for any such case. The NASD shall un- 
dertake such Enforcement Responsibili- 
ty unless it would be inappropriate to do 
So. 


(b) Apparent violations of all other appli- 
cable rules, including violations of the 
Act or other federal securities laws, and 
rules and regulations thereunder, shall 
be investigated by, and enforcement 
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proceedings in respect thereto shall be 
conducted by, the NASD, provided, 
however, that the NASD shall refer mat- 
ters to the PHLX in accordance with 
Section B.3. Each party agrees to make 
available promptly files or other docu- 
ments as well as witnesses as necessa- 
ry to assist the other party in fulfilling its 
self-regulatory responsibilities and ac- 
tivities. 


3. Referrals 


The NASD shall refer to the PHLX that portion of 
any investigation or examination of a Common 
Member that concerns its conduct of business on 
the floor, or through the facilities, of the PHLX. 
The PHLX shall assume Enforcement Responsi- 
bility in any such case unless the PHLX requests 
the NASD to undertake, and the NASD shall un- 
dertake, Enforcement Responsibility in any such 
case. 


4. Registered Personnel 


(a) Common Members shall be required 
to submit all applications for registration 
to the NASD and the NASD shall be re- 
sponsible for processing and acting 
upon all such applications submitted on 
behalf of allied members, partners, offi- 
cers, registered personnel and any oth- 
er person required to be approved by 
the rules of either the PHLX or the 
NASD or associated with Common 
Members thereof. The NASD shall ad- 
vise the PHLX in writing, on a monthly 
basis, of any changes of allied mem- 
bers, partners, officers, registered per- 
sonnel and other persons required to be 
approved by the rules of either the 
PHLX or the NASD and shall collect, 
and forward monthly to the PHLX, appli- 
cable fees for the account of the PHLX. 
The NASD shall provide the PHLX with 
an accounting of such fees in January 
of each year. 


(b) This paragraph shall not apply to any 
application to the PHLX concerning per- 
sons to be located on either its equity 
floor or its options floor, including but 
not limited to an application to become 
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a registered specialist, registered op- 
tions trader, or floor broker. 


5. Registered Personnel List 


The NASD shall furnish the PHLX, when the capa- 
bility is available to do so, a written list in January 
and June of each year that sets forth persons as- 
sociated with any Common Member who are reg- 
istered with the NASD by (i) firm name, (ii) catego- 
ry of registration, and (iii) individual name. 


6. Common Member Filings 


(a) Common Members shall be required 
to send to the NASD all letters, termina- 
tion notices or other material respecting 
their associated persons. When, as a 
result of processing these submissions, 
the NASD becomes aware of a statutory 
disqualification with respect to a Com- 
mon Member, the NASD shall deter- 
mine, pursuant to Section 15A(g) and/or 
Section 6(c) of the Act, the acceptability 
or continued acceptability of the person 
to whom such statutory disqualification 
applies and shall keep the PHLX ad- 
vised in writing of its actions in this re- 
gard. The PHLX shall, within 30 days of 
receiving such information from the 
NASD, determine whether to permit a 
Statutorily disqualified Common Mem- 
ber to become or to remain a PHLX 
member or a person associated with a 
PHLX member and the PHLX shall so 
advise the NASD. 


(b) The NASD shall review and take ac- 
tion with respect to all requests for the 
opening, address changes, or closings 
of branch offices by Common Members. 
The NASD shall advise the PHLX in 
writing, on a monthly basis, of the open- 
ing, address change, or closings of 
branch and main offices of Common 
Members. 


7. Special Surveillance Categories 
The NASD shall keep the PHLX currently informed 
of any special surveillance categories utilized by 


the NASD in its surveillance of Common Members 
and shall furnish the PHLX with a description of 


1330/SEC DOCKET 


the financial or operational factors that would 
cause an NASD designated member to be placed 
in one or another of such categories and of the 
subsequent action to be taken when an NASD 
designated member is placed in each such cate- 
gory. 


8. Common Member Special Surveillance 


The NASD shall give the PHLX immediate oral no- 
tice of (i) the placing of a Common Member in a 
Securities Investor Protection Act of 1970 Section 
5(a) surveillance category, along with the particu- 
lar factors that caused such member to be so 
placed in such category; (ii) any change in such 
Section 5(a) surveillance category in which any 
Common Member has been placed and the rea- 
sons for such change; and (iii) the removal of any 
Common Member from the surveillance category 
and the reasons therefor. The NASD shall confirm 
such notice in writing at the earliest practicable 
time. 


9. Operational Or Other Restrictions 


The NASD shall give the PHLX immediate oral no- 
tice of (i) any decision to suspend, or to place oth- 
er operational or financial restrictions upon, any 
Common Member (other than new members) and 
(ii) of any event that requires notice to either the 
Commission or the Securities Investor Protection 
Corporation (‘‘SIPC’’) in connection with Rule 
17a-—11 under the Act. The NASD shall confirm 
such notice in writing at the earliest practicable 
time. 


10. Information 


(a) The NASD shall promptly furnish the 
PHLX any information which the NASD 
determines indicates possible financial 
or operational problems of any Common 
Member designated to the PHLX under 
Rule 17d-1. 


(b) On request, the NASD shall provide 
the PHLX with a copy of any financial, 
operational, or related report filed with 
the NASD by a Common Member or a 
copy of any examination report, investi- 
gative material, or other documents 
involving compliance with PHLX rules 
by a Common Member. 
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11. Customer Complaints; Notices 


The NASD shall furnish the PHLX, on a monthly 
basis, with (i) a written list that sets forth such in- 
formation with respect to customer complaints 
involving a Common Member designated to the 
PHLX pursuant to Rule 17d—1 under the Act as 
the PHLX shall reasonably request and (ii) a writ- 
ten list of all notices of disciplinary action and all 
termination for “cause” notices which relate to a 
Common Member designated to the PHLX pursu- 
ant to Rule 17d—1 under the Act. On request, the 
NASD shall use reasonable efforts to furnish the 
PHLX such other information on customer com- 
plaints or termination notices involving other spe- 
cific Common Members as the PHLX shall reason- 
ably request. 


12. Disciplinary Action List 


The NASD shall furnish the PHLX, on a monthly 
basis, with a written list that sets forth such infor- 
mation with respect to any informal or formal disci- 
plinary action initiated or completed against a 
Common Member designated to the PHLX pursu- 
ant to Rule 17d—1 under the Act as the PHLX shall 
request. On request, the NASD shall use reason- 
able efforts to furnish the PHLX such other infor- 
mation on informal or formal disciplinary actions 
involving other specific Common Members as the 
PHLX shall reasonably request. 


13. Extension Requests 


The NASD recognizes that, pursuant to the Agree- 
ment, the PHLX may maintain an available and 
appropriate mechanism for considering and acting 
upon requests for extensions of time pursuant to 
Regulation T under Section 7 of the Act and Rule 
15c3-3 under the Act. Such extension determina- 
tions shall constitute PHLX determinations. Upon 
request, the NASD shall supply the PHLX with ap- 
propriate information in respect to specified Com- 
mon Members concerning Regulation T and Rule 
15c3-3 enforcement actions, and will keep the 
PHLX fully informed in connection therewith. The 
PHLX shall keep the NASD informed in respect to 
denials and grants of extensions of time pursuant 
to Regulation T and Rule 15c3—3 in such form and 
content as the NASD shall request. 


14. Advertising 


The NASD shall assume the responsibility to re- 
view the advertising of Common Members covered 
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by this Agreement. Such review will be made in 
accordance with then applicable NASD rules and 
interpretations. Common Member advertising shall 
not be subject to compliance with the PHLX rules. 


C. Responsibilities of the PHLX 


1. Regulatory Responsibility. The PHLX shall 
have Regulatory Responsibility for its market- 
places and facilities (e.g., the equity and options 
floors) and its members participating therein. 


2. Unique PHLX Rules. The PHLX shall have the 
responsibility of enforcing compliance by its mem- 
bers with (i), where applicable, its housekeeping 
rules and (ii) Unique PHLX Rules. 


3. Special Surveillance Categories. The PHLX 
shall keep the NASD currently informed of the 
special surveillance categories utilized by the 
PHLX in conductings its marketplace surveillance 
of its members and shall furnish the NASD with a 
description of the financial or operational factors 
that would cause a PHLX member to be placed in 
one or another of such categories and of the sub- 
sequent action to be taken when a PHLX member 
is placed in each such category. 


4. Common Member Special Surveillance. The 
PHLX shall give the NASD immediate oral notice 
of (i) the placing of a Common Member in any sur- 
veillance category referred to in Section C.3. and 
of the particular factors that caused such a mem- 
ber to be so placed in such category; (ii) any 
change in the surveillance category in which any 
Common Member has been placed and the rea- 
sons for such change; and (ii) the removal of any 
Common Member from a surveillance category 
and the reasons therefor. The PHLX shall confirm 
such notice at the earliest practicable time. 


5. Operational or Other Restrictions. The PHLX 
shall give the NASD immediate oral notice of (i) 
any decision to suspend, or to place other 
operational or financial restrictions upon, any 
Common Member and (ii) of any event involving a 
Common Member that requires notice to the Com- 
mission or SIPC in connection with Rule 17a—11 
under the Act. The PHLX shall confirm such notice 
in writing at the earliest practicable time. 


6. Information. The PHLX shall promptly furnish to 
the NASD any information which the PHLX deter- 


SEC DOCKET/1331 








mines indicates possible financial or operational 
problems of any Common Member, including but 
not limited to early warning indications of potential 
problems resulting from unusual accumulations or 
concentrations of securities positions or market 
fluctuations. 


7. Customer Complaint Referrals. The PHLX shall 
forward, on recognition, to the NASD copies of all 
customer complaints received by the PHLX 
relating to Common Member activities that do not 
affect the PHLX’s marketplaces or facilities and 
participants therein. The NASD shall review and 
take appropriate action in respect to such com- 
plaints. The NASD shall forward, on recognition, to 
the PHLX copies of customer complaints relating 
to activities that concern the PHLX’s marketplaces 
or facilities and particinants therein. 


8. New Products 


(a) The PHLX shall be responsible for 
study manuals, training programs, train- 
ing course materials, and other proce- 
dures, and shall develop appropriate 
rules, regulations, and forms, with re- 
spect to any new product (whether or 
not a security) that trades, or is pro- 
posed for trading, on the PHLX. On re- 
quest, the NASD shall provide such ad- 
vice as may be appropriate. 


(b) The NASD shall consider the adop- 
tion of such rules, regulations, and 
forms as the PHLX may adopt for pur- 
poses of financial, operational, sales 
practice, and other regulatory consider- 
ations arising from the PHLX’s introduc- 
tion of a new product. 


(c) The NASD shall be provided such 
manuals, programs, materials, and pro- 
cedures necessary to perform its Regu- 
latory Responsibilities under this Agree- 
ment. 


(d) The NASD shall not impede or delay 
the PHLX’s introduction of a new prod- 
uct by any failure to develop necessary 
or appropriate regulatory programs, 
within the NASD’s then current exper- 
tise, to support any such new product. 
This paragraph, however, shall not limit 
the NASD’s ability to submit written 
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comments to the Commission concern- 
ing a PHLX new product as it may with 
new products of any SRO. 


(e) The NASD acknowledges the confi- 
dential and proprietary nature of any in- 
formation, manuals, programs, materi- 
als, and procedures to which the NASD 
may, in the PHLX’s sole discretion, ob- 
tain access under this Agreement. The 
NASD shall take all reasonable steps to 
avoid disclosure of matters within this 
paragraph; or the use of matters within 
this paragraph in such other aspects of 
its business that may invoive potential, 
or actual, conflicts of interest between 
the NASD and the PHLX. 


D. General 


1. Confidentiality. The NASD and the PHLX shall 
maintain the confidentiality of information, manu- 
als, programs, materials, procedures, and other 
documents provided under this Agreement. 


2. Annual Audit Reports. The NASD and the 
PHLX acknowledge the terms of Rule 17a—5(d)(6) 


under the Act. 


3. Common Member Notice. The NASD and the 
PHLX shall send out a joint notice to Common 
Members to announce this Agreement. 


4. Special or Cause Examinations. Nothing con- 
tained in this Agreement shall restrict or in any 
way encumber the right of the NASD or the PHLX 
to conduct special or cause examinations of Com- 
mon Members as either party, in its sole discre- 
tion, shall deem appropriate or necessary. 


5. Disputes. Should a dispute arise between the 
parties as to the operation of this Agreement, 
PHLX and NASD agree that any such dispute shall 
be settled by arbitration in Philadelphia or 
Washington, D.C., (the situs of the respondent 
party) in accordance with the rules of the Ameri- 
can Arbitration Association then in effect, or such 
other procedures upon which the parties may mu- 
tually agree. Judgment on any award under the 
procedures in this section may be entered in any 
court having jurisdiction. 
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6. Options Sales Practice Examinations. 


(a) Until a reallocation is made in ac- 
cordance with the provisions of Section 
V of the Agreement among the Ameri- 
can Stock Exchange, Inc. (the ‘““Amex’), 
the Chicago Board Options Exchange, 
Inc. (the “CBOE’’), the Midwest Stock 
Exchange, Inc., the NASD, the Pacific 
Stock Exchange Incorporated, and the 
PHLX dated June 4, 1981, (the “Op- 
tions Agreement’), the NASD shall as- 
sume the responsibilities of the PHLX 
for Common Members who are mem- 
bers only of the PHLX and the NASD. 


(b) It is contemplated that the NASD, 
PHLX, Amex and CBOE will reach an 
agreement with respect to Common 
Members for which the PHLX is the 
Designated Options Examining Authori- 
ty and which are not designated to the 
NASD under Section D.6.(a). 


(c) No party to the Options Agreement 
(other than the PHLX), however, shall 
assume any responsibility as a Desig- 
nated Options Examining Authority for 
Common Members within the category 
described in Section B.1.(c). 


7. Liability. Neither the NASD nor the PHLX nor 
any of their respective directors, governors, offi- 
cers, or employees shall be liable to the other 
party to the “Agreement for any liability, loss or 
damage resulting from, or claimed to have re- 
sulted from, any delays, inaccuracies, errors or 
omissions with respect to the provision of Regula- 
tory Responsibilities as provided herein or for the 
failure to provide any such responsibility except 
with respect to such liability, loss or damages as 
shall have been suffered by one or both of the 
NASD or the PHLX and caused by the willful mis- 
conduct or reckless disregard of either or both of 
the other parties or their respective directors, gov- 
ernors, officers or employees. No warranties, ex- 
pressed or implied, are made by the NASD or the 
PHLX with respect te any of the responsibilities to 
be performed by either of these parties hereunder. 


8. Regulatory Structure 


(a) The NASD and the PHLX recognize 
that this Agreement is predicated upon 
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the current structure and form of gov- 
ernance of the securities markets and 
industry as reflected in the Act and the 
rules and regulations thereof. 


(b) If either party to this Agreement shall 
determine that a substantive change to 
the Act or any rule or regulation there- 
under or any material event in the secu- 
rities markets or industry materially af- 
fects the predicate for this Agreement, 
any such party shall provide the other 
party written notice of a request to 
renegotiate one or more specified terms 
of this Agreement. 


(c) Any party that makes a request with- 
in paragraph (b) may withdraw, in its 
sole discretion and by written notice to 
the other party, such request at any 
time prior to the Commission's approval 
under subparagraph (d) below. 


(d) Any executed amendment shall be 
promptly submitted to the Commission 
for its review and approval under Sec- 
tion 17(d) of the Act and Rule 17d-2 
thereunder. 


(e) Nothing in this Agreement shall re- 
quire, cause, or permit either party to 
this Agreement to violate any federal, 
state, or local law, rule, or regulation. 


9. Term of Agreement. 


(a) This Agreement shall be effective 
beginning the day and year of the order 
in which the Commission approves this 
Agreement under Section 17(d) and 
Rule 17d-2 thereunder. 


(b) If, however, the NASD proposes to 
impose a charge at or after the end of 
the initial three-year period, the PHLX 
shall be given six months’ advance writ- 
ten notice, and shall have the right, at 
such time to terminate this Agreement 
and once again perform the referred to 
Regulatory Responsibilities itself or to 
enter into an agreement pursuant to ap- 
plicable rules of the Commission with 
another self-regulatory organization 
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with respect to the performance of such 
responsibilities. No charge shall be 
imposed by the NASD upon the PHLX 
unless (i) the NASD has given the Com- 
mission written notice of its intention to 
impose such a charge; (ii) the NASD 
has, at the same time or previously, 
imposed similar types of charges upon 
other self-regulatory organizations with 
which the NASD has entered into agree- 
ments under Section 17(d) and Rule 
17d-2 thereunder; and (iii) such 
charges are computed on the same ba- 
sis utilized to determine such similar 
types of charges imposed upon such 
other organizations. 


10. Termination. This Agreement may be can- 
celled by the PHLX at any time with the approval 
of the Securities and Exchange Commission if the 
PHLX concludes that performance by the NASD of 
its Regulatory Responsibilities hereunder has not 
been satisfactory. Such cancellation, pursuant to 
this Section, would require at least 30 days prior 
written notice to the NASD and an opportunity to 
the NASD to be heard in respect to the conclusion 
that its performance has not been satisfactory. 


11. Notices. All written notices, or other written 
communications required or permitted to be given 
under this Agreement shall be delivered personal- 
ly or sent by mail to the parties hereto at the fol- 
lowing addresses or to such other address as any 
party hereto shall hereafter specify by notice to the 
other party or parties hereto: 


(a) If to the NASD, to the National Asso- 
ciation of Securities Dealers, inc., 1735 
K Street, N.W., Washington, D.C. 
20006. Attention: Mr. John E. Pinto, Jr., 
Vice President. 


(b) If to the PHLX, to the Philadelphia 
Stock Exchange, Inc., 1900 Market 
Street, Philadelphia, Pennsylvania 
19103. Attention: Mr. Robert B. 
Gilmore, Senior Vice President. 


12. Binding Effect. This Agreement shall insure to 
the benefit of and shall be binding upon the parties 
hereto and their respective legal representatives, 
successors, and assigns. Nothing in this Agree- 
ment, expressed or implied, is intended or shall (i) 
confer on any person other than the parties here- 
to, or their respective legal representatives, suc- 
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cessors, and assigns, any rights, remedies, obli- 
gations or liabilities under or by reason of this 
Agreement, or (ii) constitute the parties hereto 
partners or participants in a joint venture. 


13. Assignment. Neither this Agreement nor any 
rights, remedy, obligation or liability arising here- 
under or by reason hereof shall be assignable by 
any party hereto without the prior written consent 
of the other party, except that either party may as- 
sign its rights or obligations hereunder in whole or 
in part to any subsidiary or parent corporation or to 
another wholly owned subsidiary of a parent that 
assumes the performance of the regulatory func- 
tions or responsibilities under this Agreement, pro- 
vided, however, that the other party is promptly 
notified in writing of the assignment. 


14. Entire Agreement. This Agreement, together 
with the Options Agreement dated June 9, 1981, 
constitutes the entire agreement under Section 
17(d) and Rule 17d-2 thereunder between the 
NASD and the PHLX and supersedes all prior 
agreements, understandings, and arrangements 
under Section 17(d) and Rule 17d-2 thereunder, 
oral or written, between the NASD and the PHLX 
with respect to the subject matter hereof. 


15. Headings. The section and other headings 
contained in this Agreement are for reference pur- 
poses only and shall not be deemed to be a part of 
this Agreement or to affect the meaning or inter- 
pretation of this Agreement. 


16. Separability. Any term or provision of this 
Agreement which is invalid or unenforceable in 
any jurisdiction shall, as to such jurisdiction, be in- 
effective to the extent of such invalidity or 
unenforceability without rendering invalid or 
unenforceable the remaining terms and provisions 
of this Agreement or affecting the validity or 
enforceability of any of the terms or provisions of 
this Agreement in any other jurisdiction. 


RELIEF FROM RESPONSIBILITY 


Pursuant to Section 17(d)(1)(A) of the Act, and 
Rule 17d-2 thereunder, the NASD and the PHLX 
jointly request the Commission, upon its approval 
of this Agreement, to relieve the PHLX of any and 
all responsibilities with respect to the matters allo- 
cated to the NASD pursuant to this Agreement for 
purposes of Sections 17(d) and 19(g) of the Act. 
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IN WITNESS WHEREOF, the parties hereto have 
caused this Agreement to be executed by their re- 
spective officers hereunto duly authorized as of 
the day and year first above written. 


PHILADELPHIA STOCK EXCHANGE, INC. 


BY 





NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. 


BY 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 18209/October 26, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6358/October 26, 1981 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18210/October 26, 1981 


A notice has been issued giving interested per- 
sons until November 17, 1981 to comment on the 
applications of the Boston Stock Exchange, Inc. 
for unlisted trading privileges in four securities 
which are listed and registered on one or more 
other national securities exchanges and is re- 
ported in the consolidated transaction reporting 
system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18211/October 26, 1981 


An order has been issued granting the application 
of the New York Stock Exchange, Inc. to strike 
the common stock ($1 par value) of CLARK OIL & 
REFINING CORPORATION from listing and regis- 
tration thereon. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18212/October 26, 1981 


An order has been issued granting the application 
of SAGE LABORATORIES, INC. to withdraw its 
common stock ($1 par value) from listing and reg- 
istration on the Boston Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18213/October 26, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE OPTIONS CLEARING CORPO- 
RATION (File No. SR-OCC-81-9) 


The Options Clearing Corporation (‘‘“OCC’’) 
submitted a proposed rule change on August 10, 
1981 pursuant to Rule 19b-—4 under the Securities 
Exchange Act of 1934 that would amend OCC 
rules regarding withdrawal of funds by Clearing 
Members from a subordinated loan account in light 
of the provisions of Rule 15c3-—1 under the Securi- 
ties Exchange Act of 1934 regarding the repay- 
ment of subordinated loans. Under the proposed 
rule change, OCC would have the flexibility to au- 
thorize Clearing Members to repay subordinated 
loans that could not otherwise be repaid under 
OCC rules, whenever a Clearing Member's net 
capital, after giving effect to the repayment, does 
not fall below OCC’s minimum net capital require- 
ment. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 26, 1981. Interested persons are invited 
to submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-OCC-81-9. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
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change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18214/October 27, 1981 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE NATIONAL SECURITIES 
CLEARING CORPORATION (File No. 
SR-NSCC-81-15) 


The National Securities Clearing Corporation 
(‘NSCC”) submitted a proposed rule change on 
September 28, 1981, under the Securities Ex- 
change Act which states NSCC’s policy of 
permitting settling members to submit miscellane- 
ous charges through the Envelope System while 
clarifying that such charges are not guaranteed by 
NSCC. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b—4 thereun- 
der. At any time within sixty days of the filing of 
such proposed rule change, the Commission may 
summarily abrogate the rule change if it appears 
to the Commission that such action is necessary 
or appropriate in the public interest, for the protec- 
tion of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
November 2, 1981. Interested persons are invited 
to submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
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mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NSCC-81-15. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission's Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18215/October 27, 1981 


An order has been issued granting the application 
of the Philadelphia Stock Exchange, Inc. to strike 
the 4%2% cumulative preferred stock and the 45%% 
cumulative preferred stock (series—1955) of P.H. 
GLATFELTER COMPANY from listing and regis- 
tration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18216/October 27, 1981 


Administrative Proceeding File No. 3-6069 
In the Matter of 
BRADLEY S. HILL 


ORDER INSTITUTING PROCEEDINGS AND IM- 
POSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
proceedings be instituted pursuant to Sections 
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15(b) and 19(h) of the Securities Exchange Act of 
1934 (Securities Exchange Act), with respect to 
Bradley S. Hill (Hill) of Denver, Colorado. From 
November 1978 to January 6, 1981, Hill was an 
associated person of a broker-dealer registered 
with the Commission pursuant to Section 15(b) of 
the Securities Exchange Act. 


In anticipation of the institution of these proceed- 
ings, Hill has submitted an Offer of Settlement 
which the Commission has determined to accept. 
Solely for the purposes of these administrative 
proceedings and any other proceedings brought 
by the Commission, Hill, by his Offer of Settle- 
ment, consents to the findings and order of the 
Commission imposing the remedial sanctions set 
forth below. 


Accordingly, IT |S ORDERED that such proceed- 
ings, pursuant to Sections 15(b) and 19(h) of the 
Securities Exchange Act be, and they hereby are, 
instituted. 


‘ 


On the basis of the Order Instituting Proceedings 
and the Offer of Settlement submitted by Hill, the 
Commission makes the following findings: 


A. That on July 17, 1981, Hill was con- 
victed in Minneapolis Minnesota, of the 
felony of “theft by swindle over $2,500” 
in connection with the theft of custom- 
ers’ funds from their accounts at the 
broker-dealer Hill was associated with. 
Such conviction resulted from Hill's sub- 
mission of a plea of guilty to the offense 
charged in The State cf Minnesota v. 
Bradley S. Hill, (District Court of 
Hennepin County, State of Minnesota, 
File Nos. 77207 and 77750). 


B. That the conduct which comprised 
the offense of theft by swindle over 
$2,500 involved that conduct which is 
specified in Section 15(b)(4)(B)(iii) of 
the Securities Exchange Act. 


In view of the foregoing, it is in the public interest 
to impose the sanction specified in Hill’s Offer of 
Settlement. 
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Accordingly, IT IS ORDERED that, effective as of 
the date of this Order, Hill be, and hereby is, 
barred from being associated with any broker or 
dealer, investment company, investment adviser 
or municipal securities dealer. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18217/October 29, 1981 


NOTICE OF RECEIPT OF AMENDMENT TO CQ 
PLAN 


File No. 4—281 


On October 19, 1981, the participants of the Con- 
solidated Quotation Plan (‘CQ Plan’) submitted to 
the Commission, pursuant to Rule 11Aa3-2 under 
the Securities Exchange Act of 1934, an amend- 
ment to the CQ Plan." 


|. Description of Amendment 


The CQ Plan participants have proposed 
amending the method used to calculate high 
speed line costs outlined in Section X(c)(iii) of the 
CQ Plan. The revised formula will permit recovery 
of costs estimated to be incurred in the current 
year, rather than requiring the recovery of costs 
based on the preceding year (as required by the 
present formula). The new formula initially will not 
affect existing high speed line fees. 


ll. Request for Comment 


Pursuant to Rule 11Aa3-—2(c)(3) under the Act, the 
amendment became effective upon filing with the 
Commission. However, the Commission may sum- 
marily abrogate the amendment within 60 days of 
filing and require filing and Commission approval 
by order pursuant to Rule 11Aa3—2(c)(2), if it ap- 





' See Securities Exchange Act Release No. 
15009, (July 28, 1978) 43 FR 34851. 
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pears to the Commission that such action is nec- 
essary or appropriate in the public interest, for the 
protection of investors, or the maintenance of fair 
and orderly markets, to remove impediments to, 
and perfect mechanisms of, a national market sys- 
tem, or otherwise in furtherance of the purposes of 
the Act. Accordingly, in order to assist the Com- 
mission in determining whether to abrogate the 
amendment and to require filing and further re- 
view, interested persons are invited to submit their 
views to George A. Fitzsimmons, Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549, within 21 days from the date of publi- 
cation in the Federal Register. The Amendment to 
the CQ Plan will be available for public inspection 
in the Commission’s public reference room. All 
communications should refer to File No. 4-281. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18218/October 29, 1981 


NOTICE OF RECEIPT OF AMENDMENT TO CTA 
PLAN 


File No. S7—433 


On October 19, 1981, the participants in the Con- 
solidated Tape Association (“CTA”) submitted to 
the Commission, pursuant to Rule 11Aa3—2 under 
the Securities Exchange Act of 1934, an amend- 
ment to the Restated and Amended Plan (“CTA 
Plan’’).1 


|. Description of Amendment 


The CTA Plan participants have proposed 
amending the method used to calculate high 
speed line costs outlined in Section XI(c) of the 
CTA Plan. The revised formula will permit recov- 
ery of costs estimated to be incurred in the current 





' See Securities Exchange Act Release No. 
16983, (July 16, 1980) 45 FR 49414. 
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year, rather than requiring the recovery of costs 
based on the preceding year (as required by the 
present formula). The new formula initially will not 
affect existing high speed line fees. 


ll. Request for Comment 


Pursuant to Rule 11Aa3-2(c)(3) under the Act, the 
amendment became effective upon filing with the 
Commission. However, the Commission may sum- 
marily abrogate the amendment within 60 days of 
filing and require filing and Commission approval 
by order pursuant to Rule 11Aa3-2(c)(2), if it ap- 
pears to the Commission that such action is nec- 
essary or appropriate in the public interest, for the 
protection of investors, or the maintenance of fair 
and orderly markets, to remove impediments to, 
and perfect mechanisms of, a national market sys- 
tem, or otherwise in furtherance of the purposes of 
the Act. Accordingly, in order to assist the Com- 
mission in determining whether to abrogate the 
amendment and to require filing and further re- 
view, interested persons are invited to submit their 
views to George A. Fitzsimmons, Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549, within 21 days from the date of publi- 
cation in the Federal Register. The amendment to 
the CTA Plan will be available for public inspection 
in the Commission’s public reference room. All 
communications should refer to File No. S7-433. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18219/October 29, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE PACIFIC STOCK EXCHANGE 
INCORPORATED 

File No. SR-PSE-81-12 

The Pacific Stock Exchange Incorporated (“PSE”) 


submitted on September 28, 1981, an amended 
proposed rule change under Rule 19b-—4 to estab- 
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lish a market for trading standardized options con- 
tracts on gold currency. 


Publication of the submission is expected to be 
made in the Federa/ Register during the week of 
November 2, 1981. In order to assist the Commis- 
sion to determine whether to approve the pro- 
posed rule change or institute proceedings to de- 
termine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 60 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-PSE-81-12. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. 552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18220/October 29, 1981 


In the Matter of 


PACIFIC STOCK EXCHANGE INCORPORATED 
618 South Spring Street 
Los Angeles, CA 90014 


(SR-PSE-81-15) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On September 10, 1981, the Pacific Stock Ex- 
change Incorporated (“PSE”’) filed with the Com- 
mission, pursuant to Section 19(b)(1) of the Secu- 
rities Exchange Act of 1934, 15 U.S.C. 78s(b)(1) 
(the “Act’) and Rule 19b-—4 thereunder, copies of 
a proposed rule change which would allow the 
PSE to realize profits resulting from correcting er- 
rors or omissions made by an Order Book Official 
in order to offset any losses resulting from such 
errors or omissions. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
18098, September 16, 1981) and by publication in 
the Federal Register (46 FR 47037, September 
23, 1981). No written statements with respect to 
the proposed rule change were filed with the Com- 
mission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18221/October 29, 1981 


An order has been issued granting the application 
of the New York Stock Exchange, Inc. to strike 
the common stock ($.50 par value) of 
GARFINCKEL, BROOKS BROTHERS, MILLER & 
RHOADES, INC. from listing and registration 
thereon. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 18222/October 29, 1981 


NOTICE OF FILING OF AN AMENDMENT TO A 
PROPOSED RULE CHANGE BY THE NEW 
YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-81-5 


The New York Stock Exchange, Inc. submitted on 
September 22, 1981, an amendment to a pro- 
posed rule change under Rule 19b-4 relating to 
the establishment of a market for trading standard- 
ized options on U.S. Treasury securities.’ The 
amendment concerns matters including listing 
standards, position and exercise limits, member- 
firm supervisory structure, the responsibilities of 
Competitive Options Traders and would expand 
the scope of the proposed rules to accommodate 
options trading on U.S. Treasury bills and to per- 
mit the addition of options contracts on smaller 
principal amounts of U.S. Treasury bills, notes and 
bonds. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
November 2, 1981. In order to assist the Commis- 
sion to determine whether to approve the pro- 
posed rule change or institute proceedings to de- 
termine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federa/ Register. Per- 
sons desiring to make written comments should 





' Notice of the original proposed rule change was 
given by Commission release (Securities Ex- 
change Act Release No. 17631 (March 16, 1981)) 
and by publication in the Federal Register (46 FR 
17939 (March 20, 1981)). 
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file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-NYSE-81-5. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. 552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22241/October 23, 1981 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS DEVELOPMENT 
CORPORATION 

20 Montchanin Road 

Wilmington, Delaware 19807 


COMMONWEALTH ENERGY COMPANY 
200 South Third Street 
Richmond, Virginia 23219 


(70-6521) 
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NOTICE OF PROPOSED MERGER OF TWO 
WHOLLY-OWNED SUBSIDIARIES 


The Columbia Gas System, Inc. (‘Columbia’), a 
registered holding company, Columbia Gas Devel- 
opment Corporation, (‘Development’) a wholly- 
owned exploration and development subsidiary of 
Columbia, and Commonwealth Energy Company, 
also a wholly-owned subsidiary of Columbia, have 
filed a post-effective amendment in this proceed- 
ing pursuant to Sections 6(a), 7, 9, 10, 12(f) and 
12(g) of the Public Utility Holding Company Act of 
1935 (‘Act’). 


On August 20, 1981, the Commission issued a 
memorandum opinion and order (HCAR No. 
22166) which, among other things, approved the 
acquisition by merger of Commonwealth Natural 
Resources, Inc. (“Commonwealth”), an exempt 
holding company, by Columbia. That order stated 
that following the merger of Columbia and Com- 
monwealth, Commonwealth Energy Company 
(CEC) would be consolidated with Columbia’s ex- 
ploration and development subsidiary. 


A post-effective amendment has now been filed 
seeking to add Development and CEC as parties 
to the proceeding and requesting authorization for 
the issuance of stock by Development and the ac- 
quisition of stock by Columbia pursuant to a Merg- 
er Agreement dated as of September 1, 1981 be- 
tween CEC and Development (‘‘Merger 
Agreement’). Pursuant to that Merger Agreement, 
CEC will merge into Development. Two shares of 
Development's common stock will be issued to 
Columbia for each three shares of CEC stock held 
by Columbia. Development will assume liability for 
an advance originally made by Commonwealth to 
CEC which amounted to $791,443.91 as of August 
31, 1981. Since the merger of Columbia and Com- 
monwealth, Columbia has treated this as an emer- 
gency advance by Columbia. Development ex- 
pects to repay this advance with internally 
generated funds. The companies state that in view 
of the limited extent of CEC’s assets, it is desir- 
able to eliminate the administrative burden of ac- 
counting for a separate company. 


The application-declaration, as now amended, and 
any further amendments thereto are available for 
public inspection through the Commission's Office 
of Public Reference. Interested persons wishing to 
comment or request a hearing should submit their 
views in writing by November 16, 1981, to the 
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Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549, and serve a copy on the 
applicants-declarants at the addresses specified 
above. Proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date, the application-declaration, as 
now amended or as it may be further amended, 
may be granted and permitted to become effec- 
tive. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22242/October 23, 1981 


In the Matter of 


THE SOUTHERN COMPANY 
Perimeter Center East 

P.O. Box 720071 

Atlanta, Georgia 30346 


(70-6660) 


NOTICE OF PROPOSAL OF PARENT TO ACT 
AS SURETY FOR SUBSIDIARY’S SUPERSEDE- 
AS BOND 


The Southern Company (“Company”), a regis- 
tered holding company, has filed a declaration 
with this Commission pursuant to Sections 12(b) 
and 12(f) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rule 45 thereunder. The Com- 
pany proposes to act as one of two sureties on a 
bond of its subsidiary, Alabama Power Company 
(‘Alabama’), in connection with Alabama’s appeal 
in a rate proceeding. 
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The Alabama Public Service Commission 
(“APSC”) on October 16, 1981, entered an order 
denying any portion of a requested $324.9 million 
annual retail electric rate increase for Alabama. 
Alabama plans to file a notice of appeal to the Su- 
preme Court of Alabama and plans to petition that 
court for authority to place into effect, subject to 
refund under supersedeas bond, the requested in- 
crease denied by the APSC order. 


The State of Alabama statutes which permit the 
court to grant supersedeas require, as a condition 
precedent to placing the contested rate increase in 
effect subject to refund, that a bond be furnished 
in double the estimated approximate amount by 
which revenues would be increased in six months 
by reason of the increased rates sought. Two or 
more sureties are required on the bond. Additional 
bonds on like conditions must be provided each 
six months as long as the appeal is pending and 
the supersedeas is in effect. 


Alabama estimates that the amount of the super- 
sedeas bond, if the maximum requested superse- 
deas relief is granted by the court, could be ap- 
proximately $276,322,000, which is twice the 
estimated increased revenue from the refundable 
rates for the first six months of the supersedeas 
period. Alabama has been advised that such a 
bond can be obtained from a commercial surety 
company only with difficulty and with a required 
premium of over $185,000 for the first six months’ 
premium. The premium for additional bonds for 
subsequent six-month periods may be expected to 
increase so as to reflect increased usage and 
added revenue attributable to the increased rates. 


In order for Alabama to avoid the premium costs 
attendant upon use of a commercial surety, the 
Company proposes to act as surety on Alabama’s 
bond for no premium, fee or other compensation. 
Approval of this bond by the court would be ex- 
pected. 


The Company proposes to act as surety on the su- 
persedeas bond for the revenues during the initial 
period of six months from the date of delivery 
thereof and to execute as surety such further 
bonds or renewals or extensions as may be re- 
quired to permit Alabama to keep the proposed 
rates in effect until the questions raised in the ap- 
peal have been finally determined without the ne- 
cessity of having to pay the substantial premiums 
required by the use of a commercial surety. The 
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second surety on the bonds will be Joseph M. 
Farley, who is President of Alabama. 


Should the court grant authority to place the rates 
in effect and a supersedeas bond is called by prior 
to the entry of a Commission order in this proceed- 
ing, the Company proposes to proceed under the 
emergency requirements procedure of Rule 
45(b)(3) in view of the substantial daily revenues 
which would be lost otherwise. 


The declaration and any amendments thereto are 
available for public inspection through the Com- 
mission’s Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by Novem- 
ber 16, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington,D.C. 20549, 
and serve a copy on the declarant at the address 
specified above. Proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should 
be filed with the request. Any request for a hearing 
shall identify specifically the issues of fact or law 
that are disputed. A person who so requests will 
be notified of any hearing, if ordered, and will re- 
ceive a copy of any notice or order issued in this 
matter. After said date, the declaration, as filed or 
as it may be amended, may be permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22243/October 26, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6358/October 26, 1981 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22244/October 26, 1981 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6635) 


SUPPLEMENTAL ORDER GRANTING EXCEP- 
TION FROM COMPETITIVE BIDDING AND 
RESERVING CERTAIN JURISDICTION 


Louisiana Power & Light Company (‘Louisiana’), 
an electric utility subsidiary of Middle South Utili- 
ties, Inc., a registered holding company, has filed 
with this Commission a post-effective amendment 
to its declaration in this proceeding pursuant to 
Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘‘Act”) and Rule 50(a)(5) 
thereunder. 


By order in this proceeding dated October 14, 
1981 (HCAR No. 22230), Louisiana was author- 
ized to issue and sell up to $175,000,000 principal 
amount of its first mortgage bonds in one or more 
series from time to time not later than April 14, 
1982, at competitive bidding. Pursuant thereto, 
Louisiana attempted to sell $75,000,000 of bonds 
with a 6 year maturity and received three bids on 
October 21, 1981, all of which were rejected by 
the company as no! being in the best interests of 
the company, its investors, and its consumers. 
The bids ranged in effective annual cost of money 
to the company from 18.80% to 18.59%. Due to 
the present economic uncertainty, there has been 
a great deal of volatility in the bond market as evi- 
denced by the substantial number of bond-offering 
postponements particularly in the intermediate 
range. On October 22, 1981, another public utility 
postponed its proposed bond offering because of 
high interest rates. 


By post-effective amendment, Louisiana now re- 
quests that it be granted an exception from the 
competitive bidding requirements for the sale of up 
to $100,000,000 of its first mortgage bonds so that 
it may proceed to select an investment banking 
firm or firms to act as manager or co-managers, as 
the case may be, and to form a group of underwrit- 
ers and dealers for the purpose of effecting a pub- 
lic offering of said bonds. 
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Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act 
and the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendment, be, and it hereby is, permitted to be- 
come effective forthwith, except with respect to 
matters over which jurisdiction is herein reserved, 
subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to: (1) the 
issuance and sale of the proposed preferred stock; 
(2) any change in the terms of the proposed sup- 
plemental indenture, as now on file herein; and (3) 
the terms and conditions and the fees and ex- 
penses with respect to the issuance and sale of 
the first mortgage bonds. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22245/October 27, 1981 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
180 East Broad Street 
Columbus, Ohio 43215 


(70-6657) 


NOTICE OF PROPOSED ACQUISITION OF ITS 
COMMON STOCK BY HOLDING COMPANY 
PURSUANT TO A TENDER OFFER 


American Electric Power Company, Inc. (“AEP”), 
a registered holding company, has filed a declara- 
tion with this Commission pursuant to Section 
12(c) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 45 promulgated thereunder. 
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AEP proposes to acquire, pursuant to an offer to 
purchase for cash, shares of its common stock, 
$6.50 par value, held by record and beneficial 
owners of 10 shares or less. The purpose of the 
tender offer is to reduce the administrative ex- 
pense to the company of maintaing shareholder 
accounts and to permit such owners to dispose of 
their shares without incurring excessive brokerage 
commissions and fees. AEP may reduce the num- 
ber of shares used to determine eligibility to partic- 
ipate in the offer to less than 10 if, in the opinion of 
counsel for the company, it is necessary or pru- 
dent to do so in order to ensure qualification of re- 
invested dividends under federal tax laws. The 
purchase price per share payable by AEP for any 
shares properly tendered will be the average of 
the high and low market prices for the common 
stock on the latest trading day before the day on 
which the transmittal form and the stock certificate 
are received and accepted by the tender agent. 
Tendering shareholders will not be required to pay 
any brokerage commissions, transfer taxes, or 
other charges. At September 30, 1981, AEP had 
11,497 holders of record of 10 or less shares of 
common stock (3.4% of the 339,780 holders of 
record at the time) who held a total of 61,691 
shares of common stock (.04% of the 159,635,470 
shares then outstanding). AEP intends to extend 
the offer to beneficial owners of 10 shares or less 
of common stock whose shares are held of record 
by banks, brokers, and other fiduciaries. AEP esti- 
mates that, if all eligible shareholders should ac- 
cept the proposed offer and tender their shares, 
the amount of cash required by the company for 
the offer would not exceed approximately 
$2,000,000; however, it is not believed likely that 
more than 25% of such holders will elect to accept 
the offer. AEP expects to obtain the necessary 
funds from internal sources. 


The declaration and any amendments thereto are 
available for public inspection through the Com- 
mission's Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by Novem- 
ber 23, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the declarant at the address 
specified above. Proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should 
be filed with the request. Any request for a hearing 
shall identify specifically the issues of fact or law 
that are disputed. A person who so requests will 
be notified of any hearing, if ordered, and will re- 
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ceive a copy of any notice or order issued in this 
matter. After said date, the declaration, as filed or 
as it may be amended, may be permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22246/October 29, 1981 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


(70-6614) 


SUPPLEMENTAL ORDER RELEASING JURIS- 
DICTION OVER FEES AND EXPENSES 


Arkansas Power & Light Company (“AP&L’) and 
Mississippi Power & Light Company (“MP&L’”), 
each a public-utility subsidiary of Middle South 
Utilities, Inc., a registered holding company, have 
filed with this Commission a post-effective amend- 
ment to the application-declaration in this pro- 
ceeding pursuant to Sections 9(a), 10, 12(d), and 
12(f) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 44 promulgated thereunder. 


By order in this proceeding dated August 7, 1981 
(HCAR No. 22155), MP&L was authorized to pur- 
chase from AP&L a 25% undivided ownership 
share of the Independence Steam Electric Station, 
a coal-fired electric generating station located 
near Newark, Arkansas, consisting of two 815 Mw 
units. Jurisdiction was reserved over the fees, 
commissions, and expenses, as to which the rec- 
ord was incomplete. By post-effective amendment, 
the record now has been completed in this regard. 
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It appearing to the Commission that the fees, com- 
missions, and expenses are for necessary serv- 
ices and are reasonable and that the jurisdiction 
heretofore reserved with respect thereto should be 
released: 


IT iS ORDERED that the jurisdiction heretofore re- 
served with respect to fees, commissions, and ex- 
penses in this proceeding be, and it hereby is, re- 
leased. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 22247/October 29, 1981 

In the Matter of 

WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 

(70-6658) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF PREFERRED STOCK 


Western Massachusetts Electric Company 
(““WMECO’), a wholly-owned subsidiary of North- 
east Utilities, a registered holding company, has 
filed an application with this Commission pursuant 
to Section 6(b) of the Public Utility Holding Com- 
pany Act of 1935 (‘Act’) and Rule 50 promulgated 
thereunder. 


WMECO proposes to issue and sell, not later than 
June 30, 1982, up to 300,000 shares of its __ % 
Preferred Stock, Series C, with a par value of 
$100 per share. The terms will be determined by 
competitive bidding. The net proceeds from the is- 
suance and sale of the preferred stock will be 
used to repay in part short-term borrowings 
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(consisting of bank loans and commercial paper) 
which were incurred to finance WMECO’s con- 
struction program, to purchase nuclear fuel, and 
for general working capital purposes. The applica- 
tion states that if market conditions at the time of 
the offering of the preferred stock are unfavorable, 
WMECO may seek an exception from the competi- 
tive bidding requirements so that it may offer the 
preferred stock through a negotiated public offer- 
ing. 


The application and any amendments thereto are 
available for public inspection through the Com- 
mission's Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by Novem- 
ber 30, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicant at the address 
specified above. Proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should 
be filed with the request. Any request for a hearing 
shall identify specifically the issues of fact or law 
that are disputed. A person who so requests will 
be notified of any hearing, if ordered, and will re- 
ceive a copy of any notice or order issued in this 
matter. After said date, the application, as filed or 
as it may be amended, may be granted. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22248/October 29, 1981 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
Columbus, Ohio 


(70-6645) 


ORDER AUTHORIZING INDEMNIFICATION 38Y 
HOLDING COMPANY IN CONNECTION WITH 
SUBSIDIARIES’ SURETY BONDS 
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American Electric Power Company, Inc. (“AEP”), 
a registered holding company, has filed a declara- 
tion with this Commission pursuant to Section 
12(b) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 45 promulgated thereunder. 


AEP proposes to enter into an agreement or 
agreements of indemnity with one or more surety 
bonding companies providing for indemnification 
by AEP of liabilities incurred by any such surety 
bonding company or companies in connection with 
the issuance of surface mining reclamation surety 
bonds, self-insurance workmen’s compensation 
surety bonds, and self-insurance pneumoconiosis 
(black lung) disability bonds that are required by 
certain AEP system companies operating in 
Virginia, West Virginia, Ohio, and Utah. The maxi- 
mum amount of indemnity from AEP at any one 
time oustanding with respect to each type of 
bonds will not exceed $45,000,000, $39,000,000 
and $5,000,000, respectively. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 22206), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration be, and it hereby is, permitted to be- 
come effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated un- 
der the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22249/October 29, 1981 


In the Matter of 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Selden Street 
Berlin, Connecticut 06037 


(70-6659) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF FIRST MORTGAGE BONDS 


NOTICE IS HEREBY GIVEN that The Hartford 
Electric Light Company (“HELCO”), a subsidiary 
of Northeast Utilities, a registered holding compa- 
ny, has filed an application with this Commission 
pursuant to Section 6(b) of the Public Utility Hold- 
ing Company Act of 1935 (‘‘Act’’) and Rule 50 pro- 
mulgated thereunder. sd 


HELCO proposes to issue and sell up to 
$30,000,000 principal amount of its first mortgage 
bonds having a maturity of not less than five nor 
more than 30 years. The terms will be determined 
by competitive bidding. The bonds will be issued 
under HELCO’s First Mortgage Indenture and 
Deed of Trust dated as of January 1, 1958, as 
supplemented and amended and as to be further 
supplemented. The net proceeds from the issu- 
ance and sale of the bonds will be used to repay in 
part short-term borrowings (consisting of bank 
loans and commercial paper) which aggregated 
approximately $99,200,000 on October 13, 1981. 
The application states that if market conditions at 
the time of the offering of the bonds are unfavor- 
able, HELCO may seek an exception from the 
competitive bidding requirement so that it may of- 
fer the bonds through a negotiated public offering. 


The application and any amendments thereto are 
available for public inspection through the Com- 
mission's Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by Novem- 
ber 30, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicant at the address 
specified above. Proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should 
be filed with the request. Any request for a hearing 
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shall identify specifically the issues of fact or law 
that are disputed. A person who so requests will 
be notified of any hearing, if ordered, and will re- 
ceive a copy of any notice or order issued in this 
matter. After said date, the application, as filed or 
as it may be amended, may be granted. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 670/October 26, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6358/October 26, 1981 





TRUST INDENTURE ACT OF 1939 
Release No. 671/October 29, 1981 


The Securities and Exchange Commission has is- 
sued an order under the Trust Indenture Act of 
1939 (the “Act’) on application by Tenneco, Inc. 
(the ‘‘Company’’) that the trusteeship of The 
Chase Manhattan Bank under indentures of the 
Company which were heretofore qualified under 
the Act and indentures which will not be qualified 
under the Act, is not so likely to involve a material 
conflict of interest as to make it necessary to dis- 
qualify The Chase Manhattan Bank from acting as 
trustee. 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12001/October 23, 1981 


In the Matter of 


THE ROYAL BANK OF CANADA 
% Lawrence J. Hohlit, Esq. 

Sage Gray Todd & Sims 

Two World Trade Center 

New York, New York 10048 


(812-4866) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM ALL PRO- 
VISIONS OF THE ACT 


The Royal Bank of Canada (‘‘Applicant’) filed an 
application on April 27, 1981, and an amendment 
thereto on August 26, 1981, for an order of the 
Commission pursuant to Section 6(c) of the In- 
vestment Company Act of 1940 (‘Act’) exempting 
Applicant from all provisions of the Act. 


On September 25, 1981, a notice was issued of 
the filing of said application (Investment Company 
Act Release No. 11959). The notice gave interest- 
ed persons an opportunity to request a hearing 
and stated that an order would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found 
that the granting of the exemption requested pur- 
suant to Section 6(c) of the Act is appropriate in 
the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended 
by the policy and provisions of the Act. According- 
ly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from all pro- 
visions of the Act be, and hereby is, granted, ef- 
fective forthwith, subject to the following condi- 
tions: 1) Applicant will ensure that the commercial 
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paper dealers in the United States through which it 
sells commercial paper notes will provide to each 
offeree, prior to sale, a memorandum which de- 
scribes Applicant's business and contains the 
most recent fiscal year-end balance sheet and in- 
come statement of Applicant audited in accord- 
ance with Canadian accounting principles applica- 
ble to chartered banks; such memorandum and 
financial statements will describe any material dif- 
ferences between Canadian accounting principles 
applicable to chartered banks and generally ac- 
cepted accounting principles applicable to United 
States commercial banks; such memorandum will 
be at least as comprehensive as those customarily 
used in commercial paper offerings by bank hold- 
ing companies in the United States and will be 
updated periodically to reflect material changes in 
Applicant's financial status, and (2) any future of- 
fering of Applicant’s debt securities in the United 
States will be made only pursuant to a registration 
statement under the Securities Act of 1933 or pur- 
suant to an applicable exemption from registration 
under such Act, and any such offering will be 
made on the basis of disclosure documents re- 
quired for such registration or exemption and in 
any event at least as comprehensive as those 
used in offerings of similar debt securities in the 
United States by United States issuers. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12002/October 23, 1981 


In the Matter of 

THE CHASE MANHATTAN BANK, N.A. 

1 Chase Manhattan Plaza 

New York, New York 10081 

(812-4475) 

NOTICE OF APPLICATION FOR AN ORDER 


PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING AN EXEMPTION FROM SECTION 
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17(f) OF THE ACT AND RULE 17f-4 THEREUN- 
DER 


NOTICE IS HEREBY GIVEN that The Chase Man- 
hattan Bank, N.A. (‘Applicant’), filed an applica- 
tion on May 16, 1979, and amendments thereto on 
July 13 and August 25, 1981, requesting an order 
of the Commission, pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘‘Act’’), ex- 
empting Applicant, any subcustodian of Applicant, 
any custodian for which Applicant acts as subcus- 
todian and any investment company registered un- 
der the Act other than an investment company 
registered under Section 7(d) of the Act from the 
provisions of Section 17(f) of the Act and Rule 
17f-4 thereunder to the extent necessary to permit 
Chase, as the custodian of the securities and oth- 
er assets of such investment company or as the 
subcustodian of such securities and assets as to 
which any other entity is acting as custodian, and 
such other entity for which Chase so acts, to de- 
posit, or to cause or permit the deposit of, such se- 
curities and assets in certain foreign banks and 
foreign securities depositories in accordance with 
the arrangements described below. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions made therein which are summarized below. 


Applicant states that it is organized as a national 
banking organization under the laws of the United 
States and a subsidiary of The Chase Manhattan 
Corporation, a bank holding company. According 
to the application, Applicant provides the whole 
range of banking and trust services and, as of De- 
cember 31, 1980, had 100 branch banking offices 
overseas. Applicant states that in recent years it 
has developed a system for establishing and 
maintaining custody accounts abroad for custom- 
ers owning securities traded primarily in markets 
outside the United States. Applicant desires to of- 
fer registered investment companies investing in 
the securities of foreign issuers the custody serv- 
ices presently available to its other clients. 


According to the application, under the proposed 
arrangement, an investment company would de- 
termine the country in which its assets may be lo- 
cated abroad and Applicant would assume no re- 
sponsibility for that decision.’ Following the 





1In this connection, the Commission is of the view 
that, in determining the country in which the in- 
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determination by the investment company of a for- 
eign location, Applicant will select the foreign bank 
which may have custody of the securities, which 
shall not include securities issued by the Govern- 
ment of the United States or by a State or any po- 
litical subdivision thereof or by any agency thereof 
or any securities issued by any entity organized 
under the laws of the United States or any State 
thereof (other than certificates of deposit, evi- 
dences of indebtedness and other securities, is- 
sued or guaranteed by an entity so organized 
which have been issued and sold outside the 
United States). Applicant states that where it 
maintains a branch providing custodial services in 
any foreign location, it anticipates that it will select 
its own foreign branch as custodian. In locations 
where it does not have a branch providing custodi- 
al services, Applicant states that it will select as its 
agent a foreign bank, which may be an affiliate or 
subsidiary of Applicant. To facilitate the clearance 
and settlement of securities transactions, Appli- 
cant indicates that it may deposit the securities in 
a foreign securities depository in which it is a par- 
ticipant. The application states that in situations in 
which Applicant is not a participant in a depository, 
it may authorize a foreign bank acting as its 
subcustodian to deposit the securities in a securi- 
ties depository in which the foreign bank is a par- 


ticipant. Applicant states that any foreign branch 
or foreign bank or securities depository selected 
by Applicant or a foreign bank will be subject to 
the instructions of Applicant or the foreign bank 
and not to those of the investment company. Any 
foreign bank or securities depository will act soley 
as agent of Applicant or of such foreign bank. 


Section 17(f) of the Act provides, as here relevant, 
that every registered management investment 
company shall place and maintain its securities 
and similar investments in the custody of a bank 
having a certain minimum amount of aggregate 
capital, surplus and undivided profits as set forth 
in Section 26(a)(1) of the Act for trustees of unit in- 





FOOTNOTE—Continued 

vestment company’s assets will be located 
abroad, the investment company, its officers and 
directors, and its investment adviser, would have a 
responsibility under Applicant's program to review 
applicable foreign law to determine whether or not 
such laws would offer the investment company 
and its investors adequate protection of their as- 
sets maintained in the custody of banks and secu- 
rities depositories located in that country. 
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vestment trusts. The term “bank” is defined by 
Section 2(a)(5) of the Act to include (1) a banking 
institution organized under the laws of the United 
States, (2) a member bank of the Federal Reserve 
System, and (3) any other banking institution or 
trust company doing business under the laws of 
any State or of the United States, a substantial 
portion of whose business consists of receiving 
deposits or exercising fiduciary powers similar to 
those permitted to national banks under the au- 
thority of the Comptroller of the Currency and 
which is supervised and examined by State or 
Federal authority having supervision over banks. 
The application states that the foreign banks and 
securities depositories which Applicant intends to 
use in the proposed arrangement do not appear to 
fall within this definition. Consequently, Section 
17(f) would prohibit registered management in- 
vestment companies from depositing their securi- 
ties in such foreign banks and foreign securities 
depositories unless the Commission issued an 
exemptive order to permit it. 


Additionally, Rule 17f-4 under the Act specifies 
five conditions that must be satisfied in order for a 
custodian to deposit investment company portfolio 
securities with a registered clearing agency which 
acts as a securities depository. Applicant, howev- 
er, cannot rely on Rule 17f-4 as authority for de- 
positing such securities with foreign securities de- 
positories because those depositories are not 
clearing agencies registered with the Commission 
under Section 17A of the Securities Exchange Act 
of 1934 as required by the rule. Accordingly, the 
application has been filed, pursuant to Section 
6(c) of the Act, for an order exempting any regis- 
tered investment company other than an invest- 
ment company registered under Section 7(d) of 
the Act, Applicant, any custodian for which Appli- 
cant acts as subcustodian and any subcustodian 
of Applicant from the provisions of Section 17(f) of 
the Act and Rule 17f-4 thereunder so that Appli- 
cant may offer its custodial services abroad to 
such registered investment companies. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities or transactions, 
from any provision of the Act or any rule or regula- 
tion thereunder, if and to the extent that such ex- 
emption is necessary or appropriate in the public 
interest and consistent with the protection of in- 
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vestors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant contends that the approval of its applica- 
tion is both necessary and appropriate in the pub- 
lic interest. Applicant submits that its proposed 
custodial arrangement addresses unique problems 
facing internationa! investors with respect to the 
custody and movement of securities purchased 
and sold for their account in foreign securities 
markets. Applicant maintains that its custody serv- 
ice would result in reduced costs and operational 
efficiencies to investment companies by allowing 
them to arrange through a single servicing agent 
for the custody and movement of foreign securities 
and yet clear and settle securities transactions ef- 
ficiently in local trading markets. The application 
states that in the absence of a centralized custody 
service, it would be difficult and costly to operate 
in foreign securities markets since a custodian 
would have to be located in each local market in 
which a company effected securities transactions 
and a means would have to be provided for uni- 
form reporting of transactions and the coordination 
of the activities of various agents. The application 
further contends that the service Applicant offers 
could not be made available by others in respect 
of the various major foreign securities markets in 
the world in the absence of an exemptive order 
granted by the Commission. If a custodian eligible 
under Section 17(f) cannot be located in a particu- 
lar country, an investment company would have to 
require securities purchased in that country to be 
physically transferred outside the country to a 
qualified custodian or else not effect transactions 
in that country. The application states that such a 
movement away from the primary securities mar- 
ket may be disadvantageous because additional 
expense is incurred in transferring the securities 
and insuring against any loss during the period of 
transit, and timely delivery of any securities to be 
returned to the primary market for settlement after 
any future transaction may be jeopardized. 


Applicant also represents that numerous securities 
traded in foreign securities market are bearer in- 
struments. The application states that because 
these securities are not registered in the name of 
the holder, the issuer does not know the identity of 
the owner and cannot provide individual notice of 
any corporate action affecting interests in these 
securities. Applicant maintains that a significant 
benefit of using local custodians is their capability 
to collect and disseminate information to their de- 


1350/SEC DOCKET 


positors concerning corporate action affecting in- 
terests in the deposited securities which appears 
in local publications. 


Applicant further submits that an exemption from 
the provisions of Section 17(f) and Rule 17f-4 
would be consistent with the protection of in- 
vestors because, according to the application, Ap- 
plicant’s plan affords investment company par- 
ticipants the same degree of contractual 
responsibility which such companies would have if 
their securities were continuously retained in the 
direct custody of Applicant. In this regard, Appli- 
cant has undertaken that, irrespective of the entity 
under the proposed arrangement which may have 
actual physical possession of part or all of an in- 
vestment company’s securities, Applicant would 
agree to be held to the same legal standard of 
care with respect to the safekeeping of such secu- 
rities as would be applicable if Applicant were it- 
self holding such securities in New York. The 
standard of care Applicant intends for such depos- 
its is that Applicant will use reasonable care with 
respect to the safekeeping of the securities. Appli- 
cant will also use reasonable care in the selection 
of foreign banks which may have custody of the 
securities. In selecting subcustodians and auth- 
orizing deposits of securities in securities deposi- 
tories, Applicant has agreed to take into consider- 
ation the financial strength of the subcustodian, its 
general reputation and standing in the country in 
which it is located, its ability to provide efficiently 
the custodial services required and the relative 
costs for the services to be rendered by it. 

The application states that the Bankers Blanket 
Bond which Applicant currently maintains provides 
“standard fidelity and non-negligent loss cover- 
age” with respect to securities which may be held 
in Applicant’s offices or in the offices of Applicant’s 
affiliated and subsidiary banks and securities 
which may be held in the offices of non-affiliated 
foreign banks and foreign securities depositories 
which may be utilized in connection with Appli- 
cant’s plan.2 The application further states that 





2The Commission understands that counsel for 
Applicant has advised the staff that only the 
named insured on its Bankers Blanket Bond, 
which includes the Applicant and its affiliates but 
not any of Applicant’s customers, is directly pro- 
tected against loss. Counsel has further advised 
that, while Applicant might resist a claim of one of 
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Applicant intends to maintain such coverage so 
long as it is available at reasonable cost. If at any 
time Applicant for any reason discontinues such 
coverage, it is represented that Applicant will so 
inform management of each investment company 
for which it is providing services under the Appli- 
cant’s plan. The application also states that Appli- 
cant has been informed by the staff of the Com- 
mission that it is the staff's position that it is the 
responsibility of management of each investment 
company to determine the advisability of continu- 
ing utilization of Applicant's service without such 
coverage. 


As a further element of investor protection, Appli- 
cant has agreed to warrant to each investment 
company using its services zhat the established 
procedures to be followed by each foreign branch 
of Applicant and by each foreign bank (including 
securities depositories holding an investment com- 
pany’s securities on behalf of such foreign 
branches or banks) holding an investment compa- 
ny’s securities, in the opinion of Applicant after 
due inquiry, afford protection for such securities at 
least equal to that afforded by Applicant’s estab- 
lished procedures with respect to similar securities 
held by Applicant (including iis securities deposi- 
tories) in New York. 


The custody agreement between Applicant and 
the investment company, or the subcustodial 
agreement between Applicant and the entity which 
acts as the custodian for the assets of the compa- 
ny, would be subject to the approval of the compa- 
ny and would contain any provisions required un- 
der the conditions of the order being sought by the 





FOOTNOTE—Continued 


its customers to recover for a loss not covered by 
Applicant's Bankers Blanket Bond, as a practical 
matter, where a claim is brought and a loss is pos- 
sibly covered by its Bankers Blanket Bond, the Ap- 
plicant would give notice of the claim to its insurer, 
and the insurer would normally determine whether 
to defend the claim against Applicant or to pay the 
claim on behalf of Applicant. 


3The Commission concurs that, if the application 
is granted, investment companies, their officers, 
directors and investment advisers, would have a 
responsibility to consider the advisability of 
continuing participation in Applicant’s program in 
the event such coverage is discontinued. 
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application, and any other provisions deemed ap- 
propriate or necessary by the parties thereto and 
not inconsistent with the provisions of the Act. Un- 
der Rule 17f—4(d)(5) the custody agreement would 
be required to be approved by the board of direc- 
tors of the company, and reviewed at least annual- 
ly. In any event, the custody agreement would in- 
clude provisions to the following effect: 


1.Where securities are deposited by Applicant 
with a foreign bank or securities depository, Appli- 
cant shall identify on its books as belonging to the 
investment company the securities shown on Ap- 
plicant’s account on the books of the foreign bank 
or securities depository. 


2. Where securities are deposited by a foreign 
bank with a securities depository, Applicant shall 
cause the foreign bank to identify on its books as 
belonging to Applicant, as agent, the securities 
shown on the foreign bank’s account on the books 
of the securities depository. 


3. All securities of the investment company main- 
tained abroad through Applicant will be subject 
only to the instructions of Applicant or its agents. 


4. Applicant will deposit securities in an account 
with a foreign bank which includes only assets 
held by Applicant for its customers. 


5. Applicant will supply periodically, as mutually 
agreed with the investment company, statements 
in respect of the securities, which would include 
identifications of the foreign entities having custo- 
dy of the securities and descriptions thereof. In ad- 
dition, Applicant will send the company advices or 
notifications of any transfers of securities to or 
from the investment company’s account with Ap- 
plicant indicating the then location of the securi- 
ties. 


6. Applicant will authorize the holding of securities 
by a foreign bank or securities depository only (a) 
to the extent that the securities are not subject to 
any right, charge, security interest, lien or claim of 
any kind in favor of the foreign entity except for 
their safe custody or administration and (b) to the 
extent that beneficial ownership of such securities 
is freely transferable without the payment of mon- 
ey or value other than for safe custody or adminis- 
tration; provided, however, that the foregoing 
shall not apply to the extent that any of the above- 
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mentioned rights, charges, etc. result from any ar- 
rangements made by the investment company 
with any such foreign bank or securities deposito- 
ry. 


7. Applicant intends that the standard forms of 
custody agreements will provide that Applicant, in 
the performance of its duties thereunder, including 
the selection of foreign banks which may have 
custody of securities, shall exercise reasonable 
care, but that Applicant will not be required to 
maintain any insurance for the benefit of the com- 
pany whose securities may be so held. 


8. Applicant also intends that such standard forms 
of custody agreements will designate the law of 
New York as governing law and will provide that 
Applicant will indemnify and hold the company 
whose securities are held pursuant thereto harm- 
less from and against any loss which shall occur 
as the result of the failure of a foreign bank or se- 
curities depository holding such securities to exer- 
cise reasonable care with respect to the safekeep- 
ing of such securities to the same extent that 
Applicant would be required to indemnify and hold 
such company harmless if Applicant itself were 
holding such securities in New York. 


9. Access shall be afforded to the independent 
public accountants of the investment company to 
such of the records of Applicant and, subject to re- 
strictions under applicable laws, of any foreign 
bank or securities depository in respect of securi- 
ties of the company as shall be required by such 
accountants in connection with their examination 
of the books and records pertaining to the affairs 
of the company. As the investment company may 
reasonably request from time to time, Applicant 
will furnish its auditor's reports on Applicant’s sys- 
tem of internal accounting controls as they relate 
to the service, and Applicant will use its best ef- 
forts to obtain and furnish similar reports of each 
foreign bank and foreign securities depository 
holding securities of such company. 


The application states that Applicant does not in- 
tend to obtain any insurance for the benefit of any 
investment company which protects against the 
imposition of exchange control restrictions on the 
transfer from any foreign jurisdiction of the pro- 
ceeds of sale of any securities or against confisca- 
tion, expropriation or nationalization of any securi- 
ties or the assets of the issuer of such securities 
by a government of any foreign country in which 
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the issuer of such securities is organized or in 
which such securities are held for safekeeping. 
The application further states, however, that Appli- 
cant understands that insurance coverage in re- 
spect of confiscation, expropriation or nationaliza- 
tion of securities may be available to a company 
desiring to purchase such coverage at its own ex- 
pense and in marketing its service Applicant will 
discuss the availability of such insurance with 
each company. The application also acknowl- 
edges that Applicant has been informed by the 
staff of the Commission of the staff's position that 
any company investing in securities of foreign is- 
suers has the responsibility of reviewing the possi- 
bility of the imposition of exchange control restric- 
tions which would affect the liquidity of the 
company’s portfolio and the possibility of exposure 
to political risk, including the appropriateness of 
insuring against such risk.4 


Finally, Applicant contends that granting the appli- 
cation would be consistent with the purposes of 
the Act because, among other things, the Com- 
mission has previously granted exemptive orders 
permitting registered investment companies to 
maintain their securities in the custody of foreign 
custodians. The application states that the plans 
described in those applications resemble the cus- 
tody services which Applicant wishes to offer.5 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 16, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 





4The Commission concurs that, if the application 
is granted, investment companies, and their offi- 
cers, directors and investment advisers, would 
have a responsibility under Applicant's program to 
review the possibility of such risks and what, if 
any, action should be taken. 


5The staff is considering the recommendation of a 
rule proposal which would permit the use by regis- 
tered investment companies of foreign bank and 
foreign securities depository custodians without 
the necessity of individual exemptive applications. 
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rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application will be issued as 
of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a 
heaing is ordered, will receive any notices and or- 
ders issued in this matter, including the date of the 
hearing (if ordered) any any postponements there- 
of. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12003/October 23, 1981 


In the Matter of 


STANDBY RESERVE FUND, INC. 
One Battery Park Plaza 
New York, New York 10004 


(812-4972) 


NOTICE OF FILING OF APPLICATION FOR OR- 
DER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVI- 
SIONS OF SECTION 2(a)(41) OF THE ACT AND 
RULES 2a-4 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Standby Re- 
serve Fund, Inc. (“Applicant”), a no-load, open- 
end, diversified management investment company 
registered under the Investment Company Act of 
1940 (the “Act’), filed an application on Septem- 
ber 17, 1981, requesting an order of the Commis- 
sion, pursuant to Section 6(c) of the Act, ex- 
empting Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
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. thereunder to the extent necessary to permit Ap- 


plicant to value its assets at amortized cost. All in- 
terested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant (formerly named East River Cash Re- 
serves, Inc.) states that it is a “money market” 
fund designed to provide investors with preserva- 
tion of capital, liquidity and, consistent with the 
foregoing objectives, a high income return by in- 
vesting in a broad range of short-term money mar- 
ket instruments. Applicant represents that it will in- 
vest in short-term securities issued or guaranteed 


“by the United States Government or its agencies 


or instrumentalities; certificates of deposit, 
including those issued by domestic banks, London 
branches of domestic banks, domestic branches 
of foreign banks, and savings and loan and similar 
associations; bankers’ acceptances; repurchase 
agreements; and high grade commercial paper. 
Applicant states further that it may from time to 
time lend securities from its portfolio to brokers, 
dealers and financial institutions and receive col- 
lateral consisting of securities issued or 
guaranteed by the United States Government that 
will be maintained at all times in an amount equal 
to at least 100% of the current market value of the 
loaned securities. Applicant states in its prelimi- 
nary prospectus, a copy of which is attached to the 
application, that any loans of portfolio securities 
will be made according to guidelines established 
by the Commission and Applicant’s Board of Di- 
rectors. Additionally, in determining whether to 
lend securities to a particular broker, dealer or fi- 
nancial institution, Applicant’s investment adviser 
will consider all relevant facts and circumstances, 
including the credit-worthiness of the broker, deal- 
er or institution; Applicant will not enter into any 
securities lending agreement having a duration of 
greater than one year; and any securities with ma- 
turities in excess of one year that the Applicant 
mayu receive as collateral for a particular loan will 
not become part of the Applicant’s portfolio either 
at the time of the loan or in the event the borrower 
defaults on its obligation to return the loaned se- 
curities 


As here pertinent, Section 2(a)(41) of the Act de- 
fines value to mean: (1) with respect to securities 
for which market quotations are readily available, 
the market value of such securities, and (2) with 
respect to other securities and assets, fair value 
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as determined in good faith by the board of direc- 
tors. Rule 22c-1 adopted under the Act provides, 
in part, that no registered investment company or 
principal underwriter therefor issuing any redeem- 
able security shall sell, redeem or repurchase any 
such security except at a price based on the cur- 
rent net asset value of such security which is next 
computed after receipt of a tender of such security 
for redemption or of an order to purchase or sell 
such security. Rule 2a—4 adopted under the Act 
provides, as here relevant, that the “current net 
asset value” of a redeemable security issued by a 
registered investment company used in computing 
its price for the purposes of distribution, redemp- 
tion and repurchase shall be an amount which re- 
flects calculations made substantially in accord- 
ance with the provisions of that rule, with 
estimates used where necessary or appropriate. 
Rule 2a-4 states further that portfolio securities 
with respect to which market quotations are readi- 
ly available shall be valued at current market 
value, and other securities and assets shall be 
valued at fair value as determined in good faith by 
an investment company’s board of directors. Prior 
to the filing of this application, the Commission ex- 
pressed its view that, among other things: (1) Rule 
2a-4 requires portfolio instruments of “money 
market” funds to be valued with reference to mar- 
ket factors and (2) it would be inconsistent, gener- 
ally, with the provisions of Rule 2a—4 for a “money 
market” fund to value its portfolio instruments with 
over sixty-day maturities on an amortized cost ba- 
sis (Investment Company Act Release No. 9786, 
May 31, 1977). In view of the foregoing, Applicant 
requests an exemption from Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 thereunder to 
the extent necessary to permit Applicant to value 
its portolio using the amortized cost method of 
valuation. 


In support of the relief requested Applicant ex- 
presses its view that stability of principal and 
steady flow of predictable income at a currently 
competitive rate attract a wide range of investors 
to “money market’ funds. Applicant believes that 
for it to be in a position to meet the needs and ex- 
pectations of potential investors and to offer its 
shareholders relative stability of principal and a 
steady flow of predictable income at currently 
competitive rates, it must be able to price its port- 
folio at amortized cost. Applicant asserts that, if it 
is not permitted to price its portfolio using amor- 
tized cost, it will have difficulty maintaining a con- 
stant net asset value per share. Applicant asserts 
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further that denial of the use of the amortized cost 
method could result in artificial yield differentials 
caused by insignificant changes in the “market” 
price of securities in its portfolio. Applicant main- 
tains that an unstable net asset value per share 
and artificial yield differentials would be contrary to 
the best interests of Applicant’s shareholders. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities, or transactions 
from any provision of the Act, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


In order to enhance investor protection, the Appli- 
cant consents to issuance of an order of exemp- 
tion subject to the following conditions: 


1. In supervising Applicant's operations and in 
delegating special responsibilities involving portfo- 
lio management to Applicant’s investment mana- 
ger, Applicant's Board of Directors undertakes— 
as a particular responsibility within the overall duty 
of care owed to its shareholders—to establish pro- 
cedures reasonably designed, taking into account 
current market conditions and Applicant's invest- 
ment objectives, to stabilize Applicant's net asset 
value per share, as computed for the purpose of 
distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted by 
Applicant’s Board of Directors shall be the follow- 
ing: 


(a) review by the Board of Directors, as 
it deems appropriate and at such inter- 
vals as are reasonable in light of current 
market conditions, to determine the ex- 
tent of deviation, if any, of the net asset 
value per share as determined by using 
available market quotations from Appli- 
cant’s $1.00 amortized cost price per 
share, and maintenance of records of 
such review. To fulfill this condition, Ap- 
plicant intends to use actual quotations 
or estimates of market value reflecting 
current market conditions chosen by the 
Board in the exercise of its discretion to 
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be appropriate indicators of value which 
may include, inter alia, (i) quotations or 
estimates of market value for individual 
portfolio instruments, or (ii) values ob- 
tained from yield data relating to 
classes of money market instruments 
published by reputable sources; 


(b) in the event such deviation from the 
Applicant’s $1.00 amortized cost price 
per share exceeds one-half of one per- 
cent, a requirement that the Board will 
promptly consider what action, if any, 
should be initiated; and 


(c) where the Board believes the extent 
of any deviation from Applicant’s $1.00 
amortized cost price per share may re- 
sult in material dilution or other unfair 
results to investors or existing share- 
holders, it shall take such action as it 
deems appropriate to eliminate or re- 
duce to the extent reasonably practica- 
ble such dilution or unfair results which 
may include: redeeming shares in kind: 
selling portfolio instruments prior to ma- 
turity to realize capital gains or losses or 
to shorten Applicant’s average portfolio 
maturity; withholding dividends; or 
utilizing a net asset value per share as 
determined by using available market 
quotations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) pur- 
chase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a dollar 
weighted average portfolio maturity that exceeds 
120 days. In fulfilling this condition, if the disposi- 
tion of a portfolio instrument results in a dollar- 
weighted average portfolio maturity in excess of 
120 days, Applicant will invest its available cash in 
such a manner as to reduce the dollar-weighted 
average portfolio maturity to 120 days or less as 
soon as reasonably practicable. 


4. Applicant will record, maintain and preserve 
permanently in an easily accessible place a writ- 
ten copy of the procedures (and any modifications 
thereto) described in condition 1 above; and Appli- 
cant will record, maintain and preserve for a peri- 
od of not less than six years (the first two years in 
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an easily accessible place) a written record of its 
Board of Director's considerations and actions 
taken in connection with the discharge of its re- 
sponsibilities, as set forth above, to be included in 
the minutes of Directors’ meetings. The docu- 
ments preserved pursuant to this condition shall 
be subject to inspection by the Commission in ac- 
cordance with Section 31(b) of the Act, as if such 
documents were records required to be main- 
tained pursuant to rules adopted under Section 
31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments that the 
Board of Directors determines present minimal 
credit risks, and that are of “high quality” as deter- 
mined by any major rating service or, in the case 
of any instrument that is not rated, of comparable 
quality as determined by the Board. 


6. Applicant will include as an attachment to each 
Form N-1Q it files, a statement indicating whether 
any action pursuant to paragraph 2(c) above was 
taken during the preceding fiscal quarter and, if 
any such action was taken, Applicant will describe 
the nature and circumstances of such action. 


Applicant submits that granting its requested 
exemptive order is appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 17, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application will be issued as 
of course following said date unless the Commis- 
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sion thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12004/October 26, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6358/October 26, 1981 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12005/October 26, 1981 


In the Matter of 


THE OHIO NATIONAL LIFE INSURANCE 
COMPANY 

OHIO NATIONAL VARIABLE ACCOUNT A 

OHIO NATIONAL VARIABLE ACCOUNT B 


and 


THE O.N. EQUITY SALES COMPANY 
237 William Howard Taft Road 
Cincinnati, Ohio 45219 

(812-4935) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 6(c) OF THE INVESTMENT 
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COMPANY ACT OF 1940 FOR AN ORDER 
GRANTING EXEMPTIONS FROM THE PROVI- 
SIONS OF SECTIONS 2(a)(32), 2(a)(35), 22(c), 
26(a), 27(c)(1), 27(c)(2) AND 27(d) OF THE ACT 
AND RULE 22c-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that The Ohio Na- 
tional Life Insurance Company (“Ohio National’), 
a mutual life insurance company organized under 
the laws of Ohio, Ohio National Variable Account 
A (“VA-A”) and Ohio National Variable Account B 
(“VA-B’’), separate accounts of Ohio National reg- 
istered as unit investment trusts under the Invest- 
ment Company Act of 1940 (‘Act’), and The O.N. 
Equity Sales Company (‘‘Sales Company’), a 
wholly-owned subsidiary of Ohio National regis- 
tered as a broker-dealer under the Securities Ex- 
change Act of 1934 (hereinafter referred to as 
“Applicants’), filed an application on August 4, 
1981 pursuant to Section 6(c) of the Act for an or- 
der of the Commission granting exemptions from 
the provisions of Sections 2(a)(32), 2(a)(35), 
22(c), 26(a), 27(c)(1), 27(c)(2) and 27(d) of the Act 
and Rule 22C-1 thereunder to the extent set forth 
below. All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, 
which are summarized below. 


Background 


Ohio National writes life, accident and health in- 
surance and annuities in 39 states and the District 
of Columbia. VA-A and VA-B are separate ac- 
counts established by Ohio National in 1969 for 
purposes of funding variable annuity contracts. On 
July 31, 1981 registration statements relating to a 
new series of combination annuity contracts 
(“Contracts”) to be funded through VA-A and VA- 
B were filed with the Commission. The Contracts 
will provide for a contingent deferred sales charge 
rather than a deduction of a sales charge from 
purchase payments as they are made. The assets 
of VA-A and VA-B are invested in shares of O.N. 
Fund, Inc. (“Fund”), a diversified open-end invest- 
ment company registered under the Act. The 
Fund’s investment objective is to obtain long-term 
growth of capital through investment primarily in 
common stocks. 


The Contracts funded through VA-A and VA-B 
are flexible purchase payment individual combina- 
tion annuity contracts which provide for the accu- 
mulation of values and the payment of annuity 
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benefits on a variable, fixed or combination varia- 
ble and fixed basis. Contracts funded through 
VA-A are designed for use in connection with re- 
tirement plans qualifying for special income tax 
treatment under the Internal Rvenue Code of 
1954, while Contracts funded through VA-B are 
designed for use in connection with retirement 
plans which may not so qualify. The Contracts will 
be sold by registered representatives of Sales 
Company or other broker-dealers who are also li- 
censed insurance agents of Ohio National. 


Although purchase payments may be made from 
time to time at the discretion of the purchasers, 
each purchase payment must be at least $25, and 
no more than $10,000 may be paid within any con- 
tract year without the consent of Ohio National. A 
charge of $1 per payment is made to defray the 
cost of custodial and administrative services con- 
nected with receipt of purchase payments and 
crediting of accumulation units. 


No sales charge deduction is made from contract 
purchase payments as they are made. However, a 
contingent deferred sales charge is assessed 
when a Contract is surrendered or a partial with- 
drawal of the accumulation value is made prior to 
the annuity commencement date. The contingent 
deferred sales charge is intended to cover ex- 
penses relating to the sale of the Contracts, 
including compensation to sales personnel, the 
cost of sales literature and prospectuses, and oth- 
er expenses related to sales activity. Such charge 
will be equal to the lesser of (a) 5% of the total 
purchase payments made during the 96 months 
immediately preceding the surrender or partial 
withdrawal, or (b) 5% of the accumulation value 
being surrendered or withdrawn. After the first 
contract anniversary, a partial withdrawal of not 
more than 7% of the accumulation value of the 
Contract may be made once each contract year 
without the imposition of the contingent deferred 
sales charge. 


Prior to the annuity commencement date, Ohio 
National will deduct an annual contract administra- 
tion charge of $25 to reimburse it for administra- 
tive expenses relating to the maintenance of the 
Contract. Such charge will be deducted from the 
accumulation value of the Contract on each con- 
tract anniversary and upon surrender on any other 
date. In addition, a deduction equal on an annual 
basis to .25% of the accumulation value of a con- 
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tract will be made at the end of each valuation pe- 
riod for administrative expenses. 


For assuming mortality and expense risks, Ohio 
National, in determining the variable accumulation 
unit value and the annuity unit value, makes a de- 
duction at the end of each valuation period equal 
to 1% of the contract value on an annual basis. 
Such deduction may be decreased by Ohio Na- 
tional at any time and may be increased not more 
frequently than annually to not more than 1.5% on 
an annual basis. If the deduction is insufficient to 
cover the actual cost of the mortality and expense 
risk undertakings, the loss will fall on Ohio Nation- 
al; conversely, if the deduction proves more than 
sufficient, the excess will be a gain to Ohio Nation- 
al. 


Section 2(a)(35) 


Section 2(a)(35) of the Act defines “sales load” 
as, generally, the difference between the price of a 
security to the public and that portion of the pro- 
ceeds from its sale which is received and invested, 
less any portion of such difference deducted for 
trustee’s or custodian’s fees, insurance premiums, 
issue taxes, or administrative expenses or fees 
which are not properly chargeable to sales or pro- 
motional activities. Applicants assert that since the 
contingent deferred sales charge is not deducted 
from purchase payments as they are received 
from the contractowner, it is not within the defini- 
tion of “sales load” set forth in Section 2(a)(35). 
However, Applicants also assert that the contin- 
gent deferred sales charge is designed to cover 
precisely those expenses to which the definition of 
sales load relates and thus appears to be consist- 
ent with the intent of the definition of “sales load” 
contained in the Act. Accordingly, Applicants re- 
quest an exemption from Section 2(a)(35) to avoid 
any question as to the consistency of the pro- 
posed contingent deferred sales charge with the 
loading pattern contemplated by Section 2(a)(35). 


Sections 2(a)(32) and 27(d) 


Section 2(a)(32) of the Act, in pertinent part, de- 
fines a redeemable security as any security under 
the terms of which the holder is entitled to receive 
approximately his proportionate share of the issu- 
er’s current net assets, or the cash equivalent 
thereof. Section 27(d) of the Act requires that the 
holder of a periodic payment plan certificate be 
able to surrender the certificate under certain cir- 
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cumstances and recover certain front-end sales 
charges. Applicants submit that the imposition of 
the contingent deferred sales charge is not incon- 
sistent with the requirements of either Sections 
2(a)(32) or 27(d) that the holder of a periodic pay- 
ment plan certificate receive his proportionate 
share of the issuer’s current net assets or his ac- 
count value, respectively. However, in order to 
avoid any question as to the applicability of such 
sections, Applicants request an exemption from 
the definition of redeemable security in Section 
2(a)(32) and from the requirements of Section 
27(d) to the extent necessary to permit Applicants 
to offer the Contracts with the proposed contingent 
deferred sales charge. 


Section 22(c) and Rule 22c-1 


Section 22(c) and Rule 22c-1 thereunder prohibit 
a registered investment company issuing a re- 
deemable security from selling, redeeming or 
repurchasing any such security except at a price 
based on the current net asset value of such secu- 
rity. Applicants assert that the value at which a 
surrender or partial withdrawal is effected will be 
based on the current net asset value and that the 
contingent deferred sales charge will merely be 
deducted at such time in arriving at the amount to 
be paid to the contract owner upon surrender or in 
determining the remaining accumulated value un- 
der the Contract in the case of a partial withdraw- 
al. Thus, Applicants submit that the contingent de- 
ferred sales charge is not violative of Section 22(c) 
or Rule 22c-1 thereunder. However, in order to 
avoid any question as to the applicability of Sec- 
tion 22(c) and Rule 22c-1, Applicants have re- 
quested an exemption from the provisions of Sec- 
tion 22(c) and Rule 22c-1 to the extent necessary 
to permit Applicants to offer the Contracts with the 
proposed contingent deferred sales charge. 


Section 27(c)(1) 


Section 27(c)(1) of the Act provides, in part, that it 
shall be unlawful for any registered investment 
company issuing periodic payment plan certifi- 
cates to sell any such certificate unless such cer- 
tificate is a redeemable security. Applicants be- 
lieve that the assessment of a contingent deferred 
sales charge upon certain surrenders or withdraw- 
als, which will be fully disclosed in the prospectus, 
should not be construed as such a restriction on 
redemption. The Contracts, Applicants assert, are 
clearly redeemable securities, whether the sales 
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charge is imposed on purchase payments at the 
time of purchase, or whether such charge is de- 
ferred and made contingent upon an event which 
may or may not materialize. However, in order to 
avoid any question as to the applicability of Sec- 
tion 27(c)(1), Aplicants have requested an exemp- 
tion from the provisions of Section 27(c)(1) to the 
extent necessary to permit Applicants to offer the 
Contracts on the terms proposed. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2), as here pertinent, 
provide that a registered unit investment trust and 
any depositor and underwriter for the trust are pro- 
hibited from selling periodic payment plan certifi- 
cates unless the proceeds of all payments other 
than the sales load are deposited with a trustee or 
custodian meeting certain qualifications and held 
under an indenture or agreement containing cer- 
tain provisions. 


According to the Applicants, deferring the sales 
charge and making it contingent upon an event 
which may never occur does not change the basic 
nature of the charge as a sales charge to which 
the Section 27(c)(2) exception should apply. Thus, 
Applicants submit that the proposed contingent 
deferred sales load is not inconsistent with the 
purposes of Sections 27(c)(2) and 26(a). However, 
Applicants have requested an exemption from the 
provisions of Sections 27(c)(2) and 26(a) to the 
extent necessary to permit Applicants to offer the 
Contracts with the contingent deferred sales load. 


In addition, exemptions are also requested from 
such sections because of the nature of the custo- 
dianship arrangements. The assets of VA-A and 
VA-B are held pursuant to an agreement of custo- 
dianship with the Hartford National Bank and Trust 
Company (‘Custodian’). The agreement requires 
the Custodian to have at all times aggregate capi- 
tal surplus and undivided profit of not less than $2 
million and prohibits the resignation of the 
Custodian until (a) VA-A or VA-B have been com- 
pletely liquidated and the proceeds of such liqui- 
dation properly distributed, or (b) a successor 
custodian bank having the above enumerated 
qualifications shall have agreed to serve as 
custodian. The agreement, however, does not cre- 
ate a trust with respect to the assets of VA—A and 
VA-B because Ohio National, as a life insurance 
company, must retain ownership and control of the 
disposition of its property. Although a trust will not 


Volume 23, No. 17, November 10, 1981 





be created with respect to the assets of VA-A and 
VA-B, Applicants assert that under the agreement 
of custodianship, such assets will be in the pos- 
session of the Custodian, will be deposited for 
safekeeping in a vault or other depository main- 
tained by the Custodian, and will be physically 
segregated and held separate from the property of 
any other person until distribution. Accordingly, 
Applicants request an exemption from the provi- 


sions of Sections 26(a) and 27(c)(2) to the extent - 


necessary to make the requirement of a trust inap- 
plicable. 


Applicants consent to the requested exemption 
from Sections 26(a) and 27(c)(2) being made sub- 
ject to the following conditions: (1) that the 
charges to combination annuity contractowners for 
administrative services shall not exceed such rea- 
sonable amounts as the Commission shall pre- 
scribe, jurisdiction being reserved for such pur- 
pose, and (2) that the payment of sums and 
charges out of the assets of VA—-A and VA-B shall 
not be deemed to be exempted from regulation by 
the Commission by reason of the requested order, 
provided that Applicants’ consent to this condition 
shall not be deemed to be a concession to the 
Commission of authority to regulate the payment 
of sums and charges out of such assets other than 
charges for sales load and administrative services 
and Applicants reserve the right in any proceeding 
before the Commission or in any suit or action in 
any court to assert that the Commission has. no 
authority to regulate the payment of such other 
sums or charges. 


Section 6(c) 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities or transaction, or 
any class or classes of persons, securities or 
transactions, from any provision of the Act or any 
rule or regulation thereunder, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


For the reasons and upon the facts set forth 
above, Applicants assert that the exemptions re- 
quested in the application are necessary and ap- 
propriate in the public interest and consistent with 
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the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 17, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 
by a statement as to the nature of his/her interest, 
the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or 
he/she may request that he/she be notified if the 
Commission shall order a hearing thereon. Any 
such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, 
Washington, D.C., 20549. A copy of such request 
shall be served personally or by mail upon Appili- 
cants at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0—5 of 
the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be 
issued as of course following said date, unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any no- 
tices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 12006/October 26, 1981 


In the Matter of 


INVESTORS MUTUAL, INC. 

INVESTORS STOCK FUND, INC. 
INVESTORS VARIABLE PAYMENT FUND, INC. 
INVESTORS SELECTIVE FUND, INC. 

IDS PROGRESSIVE FUND, INC. 

IDS NEW DIMENSIONS FUND, INC. 

IDS GROWTH FUND, INC. 

IDS BOND FUND, INC. 

IDS TAX-EXEMPT BOND FUND, INC. 

IDS HIGH YIELD TAX-EXEMPT FUND, INC. 
IDS DISCOVERY FUND, INC. 

1000 Roanoke Building 

Minneapolis, Minnesota 55402 


and 


INVESTORS DIVERSIFIED SERVICES, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-4929) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
INVESTMENT COMPANY ACT OF 1940 GRANT- 
ING AN EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT AND RULE 
22d-1 THEREUNDER. 


Investors Mutual, Inc., Investors Stock Fund, Inc., 
Investors Variable Payment Fund, Inc., Investors 
Selective Fund, Inc., IDS Progressive Fund, Inc., 
IDS New Dimensions Fund, Inc., IDS Growth 
Fund, Inc., IDS Bond Fund, Inc., IDS Tax-Exempt 
Bond Fund, Inc., IDS High Yield Tax-Exempt 
Fund, Inc., IDS Discovery Fund, Inc., each regis- 
tered under the Investment Company Act of 1940 
(“Act”) as a diversified, open-end, management 
investment company, and any other associated 
funds to be formed at a later date (collectively 
“Funds’’), and Investors Diversified Services, Inc. 
(“IDS”), investment adviser and principal under- 
writer for the Funds (hereafter the Funds and IDS 
are collectively referred to as “Applicants’), filed 
an application on July 22, 1981, and an amend- 
ment thereto on August 26, 1981, pursuant to Sec- 
tion 6(c) of the Act for an order of the Commission 
exempting Applicants from the provisions of Sec- 
tion 22(d) of the Act and Rule 22d-1 thereunder to 
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the extent necessary to permit, as described 
therein, sale of shares of the Funds at net asset 
value to directors and employees of Applicants 
who are participants in qualified and non-tax quali- 
fied employee benefit plans without imposition of 
the normal sales charges. 


On October 1, 1981, a notice was issued (Invest- 
ment Company Act Release No. 11965) of the fil- 
ing of said application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found 
that granting of the requested exemptions is ap- 
propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 22(d) of the Act and Rule 
22d-1 thereunder, to the extent requested, be and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 12007/October 27, 1981 


In the Matter of 


SIGMA CAPITAL SHARES, INC. 
SIGMA VENTURE SHARES, INC. 
SIGMA INCOME SHARES, INC. 
SIGMA INVESTMENT SHARES, INC. 
SIGMA TRUST SHARES 

SIGMA SPECIAL FUND, INC. 
SIGMA TAX-FREE BOND FUND, INC. 
DELFI CAPITAL SALES, INC. 
Greenville Center, C—-200 

3801 Kennett Pike 

Wilmington, Delaware 19807 


(812-4928) 


ORDER PURSUANT TO SECTION 11(a) OF THE 
ACT APPROVING THE TERMS OF CERTAIN EX- 
CHANGE OFFERS AND PURSUANT TO SEC- 
TION 6(c) OF THE ACT EXEMPTING APPLI- 
CANTS FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT 


Sigma Capital Shares, Inc., Sigma Venture 
Shares, Inc., Sigma Income Shares, Inc., Sigma 
Investment Shares, Inc., Sigma Tax-Free Bond 
Fund, Inc., and Sigma Trust Shares, registered 
under the Investment Company Act of 1940 
(“Act”) as open-end, diversified management in- 
vestment companies; and Sigma Special Fund, 
Inc., registered under the Act as an open-end, 
non-diversified management investment company; 
and Delfi Capita! Sales, Inc., a broker-dealer reg- 
istered under the Securities Exchange Act of 1934 
which acts as National Distributor and Principal 
Underwriter for each of the above-named invest- 
ment companies (hereinafter collectively referred 
to as the “Applicants’’), filed an application on July 
24, 1981, and an amendment thereto on October 
21, 1981, for an order of the Commission, pursu- 
ant to Section 11(a) of the Act, permitting certain 
offers of exchange and, pursuant to Section 6(c) of 
the Act, exempting Applicants from Section 22(d) 
in connection with such exchanges. In summary, 
in the amendment Applicants represent that the 
proposed exchange arrangements will help to 
maintain a fair and orderly basis for investors to 
acquire and exchange shares of the respective 
funds and that the safeguards that have been built 


® into such arrangements assure that the proposed 
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exchange arrangements will be appropriate in the 
public interest and consistent with the protection 
of investors and the purposes fairly intended by 
the policies and provisions of the Act. The amend- 
ment also deleted all reference in the application 
to Rule 22d—1 under the Act. 


On October 1, 1981, a notice was issued (Invest- 
ment Company Act Release No. 11968) of the fil- 
ing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been received, and the Commission has not or- 
dered a hearing. 


The matter having been considered, it is found 
that the granting of the requested exemption is ap- 
propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 11(a) of the 
Act, that the terms of the proposed offers of ex- 
change at other than relative net asset value, be, 
and hereby are, approved, effective forthwith, and 


IT IS FURTHER ORDERED, pursuant to Section 
6(c) of the Act, that the application for exemption 
from the provisions of Section 22(d) of the Act, to 
the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 12008/October 27, 1981 


In the Matter of 


THE MONEY MARKET FUND FOR BANK TRUST 
DEPARTMENTS 

24 Federal Street 

Boston, Massachusetts 02110 


(812-4945) 


NOTICE OF FILING OF APPLICATION FOR OR- 
DER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVI- 
SIONS OF SECTION 2(a)(41) OF THE ACT AND 
RULES 2a-4 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that The Money Mar- 
ket Fund For Bank Trust Departments (‘“Appli- 
cant’), an open-end, diversified, management 
investment company, registered under the Invest- 
ment Company Act of 1940 (‘Act’), filed an appli- 
cation on August 12, 1981, and an amendment 
thereto on October 9, 1981, requesting an order of 
the Commission, pursuant to Section 6(c) of the 
Act, exempting Applicant from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 
22c-1 thereunder, to the extent necessary to per- 
mit Applicant to value its assets using the amor- 
tized cost method of valuation. All interested per- 
sons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it was organized as a 
Massachusetts business trust on August 12, 1981, 
and that its investment manager is Eaton & 
Howard, Vance Sanders Inc. Applicant further 
states that its investment objective is to earn as 
high a rate of current income as is possible con- 
sistent with the preservation of capital and mainte- 
nance of liquidity. Applicant states that in pursuit 
of its objective it will invest in various types of high 
quality money market securities, such as short- 
term debt obligations issued, guaranteed or in- 
sured by the United States government and its 
agencies, or issued by corporations and banks. 


Applicant seeks an order of the Commission pur- 
suant to Section 6(c) of the Act exempting it from 
the provisions of Section 2(a)(41) of the Act and 
Rules 2a-4 and 22c-1 thereunder to the extent 
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necessary to permit Applicant’s assets to be 
valued according to the amortized cost valuation 
method. 


As here pertinent, Section 2(a)(41) of the Act de- 
fines value to mean: (1) with respect to securities 
for which market quotations are readily available, 
the market value of such securities, and (2) with 
respect to other securities and assets, fair value 
as determined in good faith by the board of direc- 
tors. Rule 22c-—1 adopted under the Act provides, 
in part, that no registered investment company or 
principal underwriter therefor issuing any redeem- 
able security shall sell, redeem or repurchase any 
such security except at a price based on the cur- 
rent net asset value of such security which is next 
computed after receipt of a tender of such security 
for redemptrion or of an order to purchase or sell 
such security. 


Rule 2a—4 adopted under the Act provides, as 
here relevant, that the “current net asset value” of 
a redeemable security issued by a registered in- 
vestment company used in computing its price for 
the purposes of distribution, redemption and re- 
purchase shall be an amount which reflects calcu- 
lations made substantially in accordance with the 
provisions of that rule, with estimates used where 
necessary or appropriate. Rule 2a—4 further states 
that portfolio securities with respect to which mar- 
ket quotations are readily available shall be valued 
at current market value, and other securities and 
assets shall be valued at fair market value as de- 
termined in good faith by the board of directors of 
the investment company. Prior to the filing of the 
application, the Commission expressed its view 
that, among other things, (1) Rule 2a—4 under the 
Act requires that portfolio instruments of “money 
market” funds be valued with reference to market 
factors, and (2) it would be inconsistent, generally, 
with the provisions of Rule 2a—4 for a “money 
market” fund to value its portfolio instruments on 
an amortized cost basis (Investment Company Act 
Release No. 9786, May 31, 1977). 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions, 
from any provision or provisions of the Act or of 
any rule or regulation thereunder, if and to the ex- 
tent that such exemption is necessary or appropri- 
ate in the public interest and consistent with the 
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protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


In support of its application, Applicant states that 
its trustees have determined that, absent unusual 
circumstances, amortized cost values represent 
fair value of money market instruments. Applicant 
further states that valuation of its assets on an 
amortized cost basis is likely to enable it to main- 
tain a constant net asset value of one dollar per 
share under usual or ordinary circumstances, a 
feature required by a large number of investors. 


Applicant has agreed that the following conditions 
may be imposed in any order of the Commission 
granting the exemptive relief requested. 


1. In supervising the operations of Applicant and 
delegating special responsibilities involving portfo- 
lio management to Applicant’s investiment advis- 
er, Applicant’s board of trustees undertakes—as a 
particular responsibility within its overall duty of 
care owed to Applicant's shareholders—to estab- 
lish procedures reasonably designed, taking into 
account current market conditions and Applicant’s 
investment objective, to stabilize Applicant’s net 
asset value per share, as computed for the pur- 
pose of distribution, redemption and repurchase, 
at $1.00 per share. 


2. Included within the procedures to be adopted by 
the board of trustees shall be the following: 


a) Review by the board of trustees, as it 
deems appropriate and at such inter- 
vals as are reasonable in light of cur- 
rent market conditions, to determine 
the extent of deviation, if any, of the 
net asset value per share as deter- 
mined by using available market quo- 
tations from Applicant’s $1.00 amor- 
tized cost price per share, and 
maintenance of records of such re- 
view.' 





'To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value re- 
flecting current market conditions chosen by its 
board of trustees in the exercise of its discretion to 
be appropriate indicators of value, which may in- 
clude among others, (i) quotations or estimates of 
market value for individual portfolio instruments, or 
(ii) values obtained from yield data relating to 
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b) In the event such deviation from Ap- 
plicant’s $1.00 amortized cost price 
per share exceeds 12 of 1 percent, a 
requirement that the board of trust- 
ees will promptly consider what ac- 
tion, if any, should be initiated by it. 


c) Where the board of trustees believes 
that the extent of any deviation from 
Applicant’s $1.00 amortized cost 
price per share may result in material 
dilution or other unfair results to in- 
vestors or existing shareholders, it 
shall take such action as it deems ap- 
propriate to eliminate or to reduce to 
the extent reasonably practicable 
such dilution or unfair results, which 
action may include: redeeming 
shares in kind; selling portfolio instru- 
ments prior to maturity to realize cap- 
ital gains or losses, or to shorten Ap- 
plicant’s average portfolio maturity; 
withholding dividends; or utilizing a 
net asset value per share as deter- 
mined by using available market quo- 
tations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) pur- 
chase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity which exceeds 
120 days. 


4. Applicant will record, maintain and preserve 
permanently in an easily accessible place a writ- 
ten copy of the procedures (and any modifications 
thereto) described in condition 1 above, and Appli- 
cant will record, maintain and preserve for a peri- 
od of not less than six years (the first two years in 





classes of money market instruments published by 
reputable sources. 


2In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted av- 
erage portfolio maturity in excess of 120 days, Ap- 
plicant will invest its available cash in such a man- 
ner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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an easily accessible place) a written record of the 
board of trustees’ considerations and actions 
taken in connection with the discharge of its re- 
sponsibilities, as set forth above, to be included in 
the minutes of the board of trustees’ meetings. 
The documents preserved pursuant to this condi- 
tion shall be subject to inspection by the Commis- 
sion in accordance with Section 31(b) of the Act as 
though such documents were records required to 
be maintained pursuant to rules adopted under 
Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar-denominated instruments which the 
board of trustees determines present minimal 
credit risks, and which are in the two highest rat- 
ings by any major rating service, or, in the case of 
any instrument that is not rated, of comparable 
quality as determined by the board of trustees. 


6. Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as 
to whether any action pursuant to condition 2(c) 
was taken during the preceding fiscal quarter, and, 
if any action was taken, will describe the nature 
and circumstances of such action. 


Applicant submits that granting its requested 
exemptive order is appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 23, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application will be issued as 
of course following said date unless the Commis- 
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sion thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12009/October 28, 1981 


In the Matter of 


IDS LIFE INSURANCE COMPANY 
IDS LIFE SEPARATE ACCOUNT F 
IDS LIFE SEPARATE ACCOUNT G 


and 
IDS LIFE SEPARATE ACCOUNT H 


IDS Tower 
Minneapolis, Minnesota 55402 


(812-4914) 


ORDER PURSUANT TO SECTION 6 (c) OF THE 
ACT GRANTING EXEMPTIONS FROM SEC- 
TIONS 2(a)(32), 2(a)(35), 22(c), 26(a), 
26(a)(2)(C), 27(c)(1), 27(c)(2), AND 27(d) OF THE 
ACT AND RULE 22c-1 THEREUNDER AND 
PURSUANT TO SECTION 11 OF THE ACT 
APPROVING CERTAIN OFFERS OF EXCHANGE 


IDS Life Insurance Company (“IDS Life’), IDS Life 
Separate Account F (“Account F’’), IDS Life Sepa- 
rate Account G (“Account G’”’), and IDS Life Sepa- 
rate Account H (“Account H’”’) filed an application 
on July 6, 1981, and an amendment thereto on 
August 31, 1981, for an order of the Commission, 
pursuant to Section 6 (c) of the Investment Com- 
pany Act of 1940 (‘Act’), for exemptions from 
Sections 2(a)(32), 2(a)(35), 22(c), 26(a), 
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26(a)(2)(C), 27(c)(1), 27(c)(2), and 27(d) of the 
Act and Rule 22c-1 thereunder to the extent nec- 
essary to permit the offering of variable annuity 
contracts providing for contingent deferred sales 
charges and other charges and to permit IDS Life 
to act as custodian for the assets of the unit in- 
vestment trust issuing the contracts and, pursuant 
to Section 11 of the Act, approving certain offers 
of exchange to be provided with the contracts. Ac- 
counts F, G, and H have been registered collec- 
tively as a single unit investment trust under the 
Act. 


On October 6, 1981, a notice was issued (Invest- 
ment Company Act Release No. 11972) of the fil- 
ing of the application and the amendment thereto. 
The notice gave interested persons an opportunity 
to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered and it is found 
that the granting of the application is appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. Accord- 
ingly, 


IT IS ORDERED, pursuant to Section 11 of the 
Act, that the proposed offers of exchange be, and 
hereby are, approved and, pursuant to Section 6 
(c) of the Act, that the requested exemptions from 
Sections 2(a)(32), 2(a)(35), 22(c), 26(a), 
26(a)(2)(C), 27(c)(1), 27(c)(2), and 27(d) of the 
Act and Rule 22c-1 thereunder, be, and hereby 
are, granted effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 12010/October 28, 1981 


In the Matter of 


AMERICAN VARIABLE ANNUITY LIFE 
ASSURANCE COMPANY 
THE A.V.A. QUALIFIED INCOME FUND 


AMERICAN VARIABLE ANNUITY FUND 
440 Lincoln Street 
Worcester, MA 01605 


(812-4922) 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 6(c) OF THE ACT FOR AN ORDER 
GRANTING EXEMPTIONS FROM SECTIONS 
22(e), 27(c)(1), AND 27(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that American Varia- 
ble Annuity Life Assurance Company (the “Com- 
pany”), a stock life insurance company organized 
under the laws of the State of Delaware, the 
A.V.A. Qualified Income Fund (“AVAQIF”), and 
the American Variable Annuity Fund (“AVAF”), 
separate accounts of the Company registered un- 
der the Investment Company Act of 1940 (‘Act’) 
as open-end management investment companies 
(collectively “Applicants”), filed an application on 
July 20, 1981 for an order pursuant to Section 6(c) 
of the Act granting exemptions from Sections 
22(e), 27(c)(1) and 27(d) of the Act to the extent 
necessary or appropriate to permit compliance by 
Applicants with certain provisions of the Education 
Code of the State of Texas. All interested persons 
are referred to the application on file with the 
Commission for a statement of the facts and rep- 
resentations contained therein which are summa- 
rized below. 


AVAF was established by the Company for the 
purpose of investing contributions received under 
variable annuity contracts issued in conjunction 
with plans which may or may not qualify for special 
tax treatment. AVAQIF was similarly established 
for the purpose of investing contributions received 
in connection with retirement plans qualifying un- 
der Sections 401, 403, 408, or 457 of the Internal 
Revenue Code. Under certain variable annuity 
contracts issued by the Applicants in connection 
with a tax-favored plan, allocations of contribu- 
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tions may be made to AVAF, AVAQIF, or the gen- 
eral account of the Company. 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education 
to make available to certain employees an Option- 
al Retirement Program (the “Program’), codified 
as Subchapter G of Chapter 51 of the Texas Edu- 
cation Code. The statute provides as the funding 
media for the Program fixed or variable annuity 
contracts purchased from any insurance or annuity 
company qualified to do business in Texas. In 
1973, the Texas legislature made two amend- 
ments in the Program legislation, which amend- 
ments became effective on June 14, 1973. The 
statutory definition of the Program was amended 
to provide that the benefits of such annuities are to 
be available only upon termination of employment 
in Texas public institutions of higher education, re- 
tirement, death or total disability of the participant. 
The other amendment added a new Section 
51.358 to Subchapter G (“Section 51.358") which 
also provides that the benefits of such annuities 
will be available only if the participant dies, termi- 
nates his employment due to total disability, ac- 
cepts retirement, or terminates employment in the 
Texas public institutions of higher education. Be- 
cause of uncertainty regarding the effect of these 
amendments, the University of Texas System (the 
“System’’) requested the opinion of the Attorney 
General of Texas with respect to several questions 
concerning such amendments. The Attorney Gen- 
eral rendered an opinion dated February 18, 1975, 
in response to the System's letter. The Attorney 
General interpreted Section 51.358 to prohibit pro- 
visions in a variable annuity contract issued in 
connection with the Program on or after June 14, 
1973, which provide for making available the re- 
demption value of such contract prior to the occur- 
rence of one of the conditions specified in the stat- 
ute, i.e., termination of employment, retirement, 
death or total disability. Moreover, the opinion fur- 
ther stated that the prohibitions of Section 51.358 
were impliedly in effect upon the establishment of 
the Program (in 1967) and that notwithstanding 
any language which may be contained in existing 
contracts, a participant in the Program has never 
had the right to redeem his annuity contract other- 
wise than in accordance with the limitations de- 
scribed above. The opinion did not affect the right 
of a participant to transfer the redemption value of 
his annuity contract from one carrier to another; 
accordingly, the granting of the relief requested in 
the application would not affect such right. 
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Section 27(c)(1), 22(e) and 27(d) 


Section 27(c)(1) of the Act makes it unlawful for 
any registered investment company issuing peri- 
odic payment plan certificates, or for any depositor 
of or underwriter for such company, to sell any 
such certificate unless such certificate is a re- 
deemable security. Section 2(a)(32) of the Act de- 
fines “redeemable security” to mean any security 
under the terms of which the holder upon its pres- 
entation to the issuer or to a person designated by 
the issuer is entitled to receive approximately his 
proportionate share of the issuer’s current net as- 
sets, or the cash equivalent thereof. 


Section 22(e) of the Act provides that no regis- 
tered investment company shall suspend the right 
of redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender of such security to the 
company or its agent designated for that purpose 
for redemption except in certain prescribed cir- 
cumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of 
or underwriter for such company, to sell any such 
certificate unless the certificate provides that the 
holder thereof may surrender the certificate at any 
time within the first eighteen months after the issu- 
ance of the certificate and receive in payment 
thereof, in cash, the sum of (1) the value of his ac- 
count, and (2) an amount, from such underwriter 
or depositor, equal to that part of the excess paid 
for sales loading which is over 15 per centum of 
the gross payments made by the certificate holder. 


Applicants request exemptions from the provisions 
of Sections 22(e), 27(c)(1) and 27(d) of the Act to 
the extent necessary to permit compliance with 
Section 51.358 as it pertains to redemption values 
under contracts issued to participants in the Pro- 
gram subsequent to the date of such exemptive 
order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program ef- 
fectively will be denied an opportunity to select as 
a funding medium for their retirement benefits one 
of two funding media (the other being fixed annuity 
contracts) specifically provided in the Texas stat- 
ute for such purpose. Additionally, participants will 
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be unable to obtain the state’s matching contribu- 
tions for the purchase of an equity-based retire- 
ment vehicle. In this respect, the Attorney Gener- 
al’s opinion indicated that these matching 
contributions will encourage participation in the re- 
tirement plan but that unrestricted withdrawals 
prior to retirement might be detrimental to an ef- 
fective retirement vehicle. In view of the foregoing, 
Applicants assert that the Commission should 
grant the requested exemptions because: (1) the 
limited restriction on redemption would be volun- 
tarily assumed by participants, i.e., eligible em- 
ployees are not required to participate in the Pro- 
gram; (2) the restrictions were not formulated nor 
suggested by Applicants; and (3) participants’ re- 
linquishment of the full right of redemption is a 
reasonable requirement in exchange for the bene- 
fits bestowed by the matching contributions of the 
State of Texas. 


Applicants will ensure that appropriate disclosure 
is made to persons who consider participation in 
the Program, informing them of the restriction on 
the availability of redemption values under con- 
tracts to be issued to them. This disclosure will 
take the form of an appropriate reference in each 
prospectus to the restrictions on redemption of 
these contracts, as well as requiring each partici- 
pant, as a part of the determination that the sale of 
these contracts is suitable for that participant, to 
sign a statement indicating that he/she is aware 
that these restrictions will be placed on his/her 
contract when it is issued. In addition, all sales lit- 
erature that is to be used in conjunction with the 
sale of these contracts will be reviewed for the ex- 
istence of material representations that are incon- 
sistent with the restrictions to be placed on these 
contracts, and the salespeople involved in solic- 
iting in this market will be instructed to bring this 
restriction specifically to the attention of the poten- 
tial participants. 


Section 6(c) 


Section 6(c) authorizes the Commission to exempt 
any person, security or transaction or any class or 
classes of persons, securities or transactions, 
from the provisions of the Act and Rules promul- 
gated thereunder if and to the extent that such ex- 
emption is necessary or appropriate in the public 
interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the 
policy and provisions of the Act. 


Volume 23, No. 17, November 10, 1981 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 23, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission 
should order a hearing thereon. Any such commu- 
nication should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, 
D.C., 20549. A copy of such request shall be 
served personally or by mail upon Applicants at 
the address stated above. Proof of such service 
(by affidavit, or in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following said date, unless the Com- 
mission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and or- 
ders issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12011/October 29, 1981 


In the matter of 

PUTNAM QUALIFIED ACCUMULATION TRUST 
PUTNAM HIGH YIELD TRUST 

One Post Office Square 

Boston, Massachusetts 02109 

(812-4924) 

ORDER PURSUANT TO SECTION 6(c) OF THE 


ACT GRANTING EXEMPTION FROM SECTION 
2(a)(19) 
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Putnam Qualified Accumulation Trust and Putnam 
High Yield Trust (“Applicants”), each registered 
under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified management 
investment company, filed an application on July 
20, 1981, and an amendment thereto on August 
31, 1981, for an order of the Commission pursuant 
to Section 6(c) of the Act declaring that Hans H. 
Estin, trustee of Applicants, shall not be deemed 
an “interested person” of Applicants; or The 
Putnam Management Company, Inc., the invest- 
ment adviser to the Applicants; or Putnam Fund 
Distributors, Inc., principal underwriter of the Ap- 
plicants, as defined by Section 3(a)(19) of the Act, 
solely by reason of his being director of The Bos- 
ton Company, Inc. and Boston Safe Deposit and 
Trust Company. 


On September 14, 1981, a notice of the filing of 
said application (Investment Company Act Re- 
lease No. 11935) was issued. The notice gave in- 
terested persons an opportunity to request a hear- 
ing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hear- 
ing has been filed, and the Commssion has not or- 
dered a hearing. The matter has been considered 
and it is found that the granting of the requested 
exemption is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 2(a)(19) of the Act, to the ex- 
tent requested, be, and hereby is, granted subject 
to the condition that Applicants will treat Mr. Estin 
as an “interested person” of each Applicant and of 
The Putnam Management Company, Inc., and 
Putnam Fund Distributors, Inc. in the event that a 
subsidiary of Shearson Loeb Rhoades Inc., a reg- 
istered broker-dealer under the Securities Ex- 
change Act of 1934, merges with The Boston 
Company, Inc., until such time as the Commission 
grants further appropriate exemptive relief. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 12012/October 29, 1981 


In the Matter of 


NEWTON INCOME FUND, INC. 
733 North Van Buren Street 
Milwaukee, Wisconsin 53202 


(812-4936) 


ORDER OF THE COMMISSION PURSUANT TO 
SECTION 6(c) OF THE INVESTMENT COMPANY 
ACT OF 1940 GRANTING EXEMPTIONS FROM 
THE PROVISIONS OF SECTION 2(a)(41) OF 
THE ACT AND RULES 2a-4 AND 22c-1 THERE- 
UNDER. 


Newton Income Fund, Inc. (‘Applicant’), regis- 
tered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified, management 
investment company, filed an application on Au- 
gust 3, 1981, for an order of the Commission, pur- 
suant to Section 6(c) of the Act, exempting Appli- 
cant from the provisions of Section 2(a)(41) of the 
Act and Rules 2a—4 and 22c-1 under the Act to 
the extent necessary to permit Applicant to com- 
pute the net asset value per share of the class of 
its shares designated as Newton Money Market 
Fund according to the amortized cost method of 
valuing portfolio securities. 


On September 29, 1981, a notice (Investment 
Company Act Release No. 11963) was issued of 
the filing of the application. The notice gave inter- 
ested persons an opportunity to request a hearing 
and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found 
that granting of the requested exemptions is ap- 
propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-—4 and 22c-1 thereunder, to the extent re- 
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quested, be and hereby is granted, effective forth- 
with, subject to those conditions to which Appli- 
cant has consented and which are set forth in 
Investment Company Act Release No. 11963. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12013/October 29, 1981 


In the Matter of 


CAPITAL SOUTHWEST CORPORATION 
and 

CSC CAPITAL CORPORATION 

12900 Preston Rd. at LBJ 

Dallas, Texas 75230 


ALAMO GROUP, INCORPORATED 
P.O. Drawer 549 
Seguin, Texas 78155 


(812-4835) 


ORDER PURSUANT TO RULE 17d-1(a) UNDER 
THE ACT PERMITTING PROPOSED TRANSAC- 
TIONS 


Capital Southwest Corporation (“Capital SW”), a 
Texas corporation registered under the Investment 
Company Act of 1940 (‘Act’) as a closed-end 
management investment company; CSC Capital 
Corporation (“CSC Capital”), a Texas corporation 
registered under the Act as a closed-end manage- 
ment investment company; and the Alamo Group, 
Incorporated (‘‘Alamo,” and referred to herein with 
Capital SW and CSC Capital as the “Applicants”), 
filed an application on March 10, 1981 and 
amendments thereto on June 3, 1981 and August 
10, 1981, for an order of the Commission, pursu- 
ant to Section 2(a)(9) of the Act, determining that 
Alamo is not controlled by CSC Capital or Capital 
SW or, alternatively, for an order of the Commis- 
sion pursuant to Rule 178d-—1(a) under the Act 
permitting Applicants to engage in certain joint 
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transactions. The application states that CSC 
Capital and Capital SW may elect to invest jointly 
with Entrepreneur Ventures, Inc. (“Ventures”), a 
wholly-owned subsidiary of Alamo, in the same 
company (the “Proposed Transactions’). 


On September 17, 1981, the Commission issued a 
notice of the filing of the application (Investment 
Company Act Release No. 11939). The notice 
gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No such request has 
been filed and the Commission has not ordered a 
hearing. 


The Commission has considered the matter and 
hereby finds, on the basis of the information stated 
in the application, that the granting of the re- 
quested exemption is necessary and appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. Accord- 
ingly, 


IT IS ORDERED, pursuant to Rule 17d-1(a) under 
the Act, that the application, as amended, be and 
hereby is granted, effective forthwith, subject to 
the following conditions agreed to by the Appli- 
cants: 


1) CSC Capital will not engage in any 
Proposed Transaction which would 
cause the aggregate value of its invest- 
ments in outstanding Proposed Trans- 
actions to exceed 20% of the value of 
its shareholders’ equity. 


2) Capital SW will not engage in any 
Proposed Transaction which would 
cause the aggregate value of its invest- 
ments in outstanding Proposed Trans- 
actions to exceed 5% of the value of its 
consolidated total assets. 


3) Any joint investments by Ventures 
and CSC Capital (and/or Capital SW) 
would be on the same basis (i.e., sub- 
stantially identical terms other than the 
amount of any such investment) and 
therefore not on a basis different from 
or less advantageous than that of other 
participants. All other persons partici- 
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pating in any such investment would do 
so on the same basis. 


4) With respect to each of the Appli- 
cants, no person who falls within any 
category of persons mentioned in 
subparagraphs (1) through (5) of Rule 
17a-—6 under the Act will be a party to 
any joint investment or will have had 
within six months prior to the com- 
mencement of such joint transaction or, 
pursuant to such joint transaction will 
acquire, a direct or indirect financial in- 
terest in the small business concern 
which is the subject of any such invest- 
ment. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12014/October 29, 1981 


In the Matter of 


GENERAL CASH FUND, INC. 
600 Madison Avenue 
New York, New York 10022 


(812-4917) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM THE PRO- 
VISIONS OF SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 AND 22c-1 THEREUNDER 


General Cash Fund, Inc. (‘Applicant’), registered 
under the Investment Company Act of 1940 
(“Act’) as a no-load, open-end, diversified man- 
agement investment company, filed an application 
on July 14, 1981, requesting an order of the Com- 
mission, pursuant to Section 6(c) of the Act, ex- 
empting Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder to the extent necessary to permit Ap- 
plicant to compute its net asset value per share, 
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for purposes of effecting sales and redemptions of 
its shares, using the amortized cost method of 
valuation. In all other respects, it is represented 
that Applicant’s portfolic securities will be valued 
in accordance with Investment Company Act Re- 
lease No. 9786 (May 31, 1977). 


On October 1, 1981, a notice (Investment Compa- 
ny Act Release No. 11967) was issued of the filing 
of the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found 
that the granting of the requested exemption is ap- 
propriate in the public interest and consistent with 
the purposes fairly intended by the policies and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-—4 and 22c-1 thereunder, to the extent re- 
quested be, and hereby is, granted, effective forth- 
with, subject to those conditions to which Appli- 
cant has consented and which are set forth in 
Investment Company Act Release No. 11967. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 12015/October 29, 1981 


In the Matter of 


TRUSTFUNDS LIQUID ASSET TRUST 
28 State Street 
Boston, MA 02109 


(812-4931) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURUSANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM THE PRO- 
VISIONS OF SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-—4 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Trustfunds Liq- 
uid Asset Trust (‘Applicant’), a Massachusetts 
business trust registered under the Investment 
Company Act of 1940 (‘Act’) as a no-load, open- 
end, diversified management investment compa- 
ny, filed an application on July 29, 1981, and an 
amendment thereto on October 15, 1981, re- 
questing an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from 
the provisions of Section 2(a)(41) of the Act and 
Rules 2a—4 and 22c-1 thereunder to the extent 
necessary to permit Applicant to use the amortized 
cost method of valuing the securities in each of 
Applicant’s portfolios. All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant is a “money market” fund that may issue 
several series of units of beneficial interest (‘‘Port- 
folios’). It is asserted that Applicant presently 
plans to offer four Portolios: the Treasury Portfolio, 
the Agency Portfolio, the Commercial Portfolio and 
the Prime Obligation Portfolio. 


The application states that the Treasury Portfolio 
will be invested exclusively in obligations issued or 
guaranteed as to principal and interest by the 
United States Government, and repurchase agree- 
ments involving such obligations. Applicant repre- 
sents that the Agency Portfolio will be invested ex- 
clusively in obligations issued or guaranteed as to 
principal and interest by agencies or instrumentali- 
ties of the United States Government and repur- 
chase agreements involving such obligations or 
United States Treasury obligations. It is stated that 
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the Commercial Portfolio will be invested exclu- 
sively in (i) commercial paper rated A-1 by 
Standard & Poor’s Corporation or Prime-1 by 
Moody’s investors Service, Inc. at the time of in- 
vestment; (ii) obligations (including certificates of 
deposit and bankers’ acceptances) of U.S. com- 
mercial banks or savings and loan institutions hav- 
ing total assets of $500,000,000 or more as shown 
on their last published financial statements; (iii) 
short-term corporate obligations rated AAA or by 
Standard & Poor’s or Aaa or Aa by Moody’s at the 
time of investment, and (iv) repurchase agree- 
ments involving such obiigations or United States 
Treasury obligations. The application states that 
the Prime Obligation Portfolio will be invested ex- 
clusively in the investments permitted for the 
Treasury, Agency, and Commercial Portfolios as 
described above, and repurchase agreements 
involving any such obligations. 


The application states that the obligations that Ap- 
plicant may purchase include both fixed rate and 
variable rate securities. It is asserted that variable 
rate obligations have a yield which is adjusted pe- 
riodically based upon changes in the level of pre- 
vailing interest rates. Applicant states that, as a 
result, the value of variable rate obligations is less 
affected by changes in interest rates. Applicant 
represents that, with respect to variable rate certif- 
icates of deposit maturing in 180 days or less from 
the time of purchase with interest rates adjusted 
on a monthly cycle, Applicant may use the period 
remaining until the next rate adjustment date for 
purposes of determining the average weighted 
maturity of its Portfolio. Applicant states that until 
such time as the Commission has determined oth- 
erwise in an order amending any order issued on 
this application, upon persuasive evidence submit- 
ted by Applicant, Applicant will use the remaining 
period to maturity of all other variable rate instru- 
ments for purposes of determining the average 
weighted portfolio maturity of the Portfolio. 


Applicant states that its investment objective is to 
preserve principal value and maintain a high de- 
gree of liquidity while providing as high a current 
income as is consistent with the standards pre- 
scribed for each of the Portfolios. The application 
also states that Wellington Management 
Company/Thorndike, Doran, Paine & Lewis will 
provide investment advisory services to Applicant 
with respect to each of the Portfolios. 
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As here pertinent, Section 2(a)(41) of the Act de- 
fines value to mean: (1) with respect to securities 
for which market quotations are readily available, 
the market value of such securities, and (2) with 
respect to other securities and assets, fair value 
as determined in good faith by the board of direc- 
tors. Rule 22c-—1 adopied under the Act provides, 
in part, that no registered investment company or 
principal underwriter therefor issuing any redeem- 
able security shall sell, redeem or repurchase any 
such security except at a price based on the cur- 
rent net asset value of such security which is next 
computed after receipt of a tender of such security 
for redemption or of an order to purchase or to sell 
such security. Rule 2a—4 adopted under the Act 
provides, as here relevant, that the “current net 
asset value” of a redeemable security issued by a 
registered investment company used in computing 
its price for the purposes of distribution and re- 
demption shall be an amount which reflects caicu- 
lations made substantially in accordance with the 
provisions of that rule, with estimates used where 
necessary or appropriate. Rule 2a—4 further states 
that portfolio securities with respect to which mar- 
ket conditions are readily available shall be valued 
at current market value, and that other securities 
and assets shall be valued at fair value as deter- 
mined in good faith by the board of directors of the 
registered company. Prior to the filing of the appli- 
cation, the Commission expressed its view that, 
among other things; (1) Rule 2a—4 under the Act 
requires that portfolio instruments of “money mar- 
ket” funds be valued with reference to market fac- 
tors, and (2) it would be inconsistent, generally, 
with the provisions of Rule 2a—4 for a “money 
market” fund to value its portfolio instruments on 
an amortized cost basis (Investment Company Act 
Release No. 9786, May 31, 1977). In view of the 
foregoing, Applicant requests an exemption from 
Section 2(a)(41) of the Act and Rules 2a-4 and 
22c-1 thereunder to the extent necessary to per- 
mit Applicant to use the amortized cost method of 
valuing the securities in each of its Portfolios. 


In support of the relief requested, Applicant states 
that its Trustees believe that it would be in the 
best interest of Applicant's potential shareholders 
to use the amortized cost valuation method to 
maintain Applicant's $1.00 share value for each 
Portfolio. It is asserted that amortized cost 
valuation would permit daily dividends to share- 
holders of each Portfolio which would not vary on 
account of unrealized capital gains and losses. 
Applicant also asserts that adherence to the con- 
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ditions set forth below will substantially reduce the 
likelihood of any dilution of the asserts of incoming 
or outgoing shareholders. Finally, Applicant states 
that, prior to the commencement of its public offer- 
ing, the Board of Trustees will have made a deter- 
mination that, absent unusual circumstances, 
amortized cost value represents the fair value of 
Applicant’s portfolio securities for each of its Port- 
folios. 


Section 6(c) of the Act provides, in part, that the 
Commission upon application may conditionally or 
unconditionally exempt any person, security or 
transaction or any class or classes of persons, se- 
curities or transactions, from any provision or pro- 
visions of the Act or of the rules thereunder, if and 
to the extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Applicant has agreed that the following conditions 
may be imposed in any order of the Commission 
granting the exemption it has requested: 


1. In supervising Applicant’s operations 
and delegating special responsibilities 
involving portfolio management by Ap- 
plicant’s Manager and Adviser, Appli- 
cant’s Board of Trustees undertakes— 
as a particular responsibility within the 
overall duty of care owed to its 
shareholders—to establish procedures 
reasonably designed, taking into ac- 
count current market conditions and Ap- 
plicant’s investment objective, to stabil- 
ize Applicant’s net asset value per 
share for each Portfolio, as computed 
for the purposes of distribution, redemp- 
tion and repurchase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
the Board of Trustees shall be the following: 


(a) Review by the Board of Trustees, as 
it deems appropriate and at such inter- 
vals as are reasonable in light of current 
market conditions, to determine the ex- 
tent of deviation, if any, of the net asset 
value per share for each of the Portfoli- 
os as determined by using available 
market quotations from Applicant's 
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$1.00 amortized cost price per share, 
and the maintenance of records of such 
review. Applicant states that to fulfill this 
condition, it intends to use actual quota- 
tions or estimates of market value re- 
flecting current market conditions cho- 
sen by its Board of Trustees in the 
exercise of its discretion tc be appropri- 
ate indicators of value, which may in- 
clude, inter alia, (1) quotations or esti- 
mates of market value for individual 
portfolio instruments, or (2) values ob- 
tained from yield data relating to 
classes of money market instruments 
published by reputable sources. 


(b) In the event such deviation from the 
$1.00 amortized cost price per share of 
any of the Portfolios exceeds 2 of 1%, 
a requirement that the Board of Trust- 
ees will promptly consider what action, 
if any, should be initiated. 


(c) Where the Board of Trustees be- 
lieves that the extent of any deviation 
from the Applicant's $1.00 amortized 
cost price per share for any of the Port- 
folios may result in material dilution or 
other unfair results to investors or ex- 
isting shareholders, it shall take such 
action as it deems appropriate to elimi- 
nate or to reduce to the extent reasona- 
bly practicable such dilution or unfair re- 
sults, which may include: redeeming 
shares in kind; selling portfolio instru- 
ments prior to maturity to realize capital 
gains or losses, or to shorten the aver- 
age maturity of the Applicant’s portfolio: 
suspending dividends; or utilizing a net 
asset value per share for such portfolio 
as determined by using available mar- 
ket quotations. In addition, if Applicant 
incurs a significant loss or liability the 
Trustees have the authority to reduce 
pro rata the number of shares in each 
shareholder account and to offset each 
shareholder's pro rata portion of such 
loss or liability from the shareholder's 
accrued but unpaid dividends or from 
future dividends. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share 
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in each of the Portfolios; provided, however, that 
Applicant will neither (a) purchase any instrument 
with a remaining maturity of greater than one year, 
nor (b) maintain a dollar-weighted average portfo- 
lio maturity in any of the Portfolios which exceeds 
120 days. In fulfilling this condition Applicant 
agrees that if the disposition of a portfolio instru- 
ment results in a dollar-weighted average portfolio 
maturity in any of the Portfolios in excess of 120 
days, Applicant will invest its available cash in 
such Portfolio in such a manner as to reduce the 
doliar-weighted average portfolio maturity in such 
Portfolio to 120 days or less as soon as reasona- 
bly practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a writ- 
ten copy of the procedures (and any modification 
thereto) described in condition 1 above, and Appli- 
cant will include in the minutes of Board of Trust- 
ees’ meetings and will record, maintain and pre- 
serve for a period of not less than six years (the 
first two years in an easily accessible place) a writ- 
ten record of the Board’s considerations and ac- 
tions taken in connection with the discharge of its 
responsibilities, as set forth above. The docu- 
ments preserved pursuant to this condition shall 
be subject to inspection by the Commission in ac- 
cordance with Section 31(b) of the Act as though 
such documents were records required to be 
maintained pursuant to rules adopted under Sec- 
tion 31(a) of the Act. 


5. The Applicant will limit its investments in each 
of the Portfolios, including repurchase agree- 
ments, to those United States dollar-denominated 
instruments which the Board of Trustees deter- 
mines present minimal credit risks, and which are 
of “high quality” as determined by any major rat- 
ing service or, in the case of any instrument that is 
not rated, of comparable quality as determined by 
the Board of Trustees. 


6. The Applicant will include in each quarterly re- 
port, as an attachment to Form N-1Q, a statement 
as to whether any action pursuant to condition 2(c) 
above was taken during the preceding fiscal quar- 
ter and, if any such action was taken, will describe 
the nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 23, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
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panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application will be issued as 
of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 12016/October 29, 1981 


In the Matter of 


UNITED CASH MANAGEMENT Il, INC. 
One Crown Center 

P.O. Box 1343 

Kansas City, Missouri 64141 


(811-3051) 

NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 8(f) OF THE ACT FOR AN 
ORDER DECLARING THAT APPLICANT HAS 
CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that United Cash 
Management Il, Inc. (“Applicant”), registered un- 
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der the Investment Company Act of 1940 (‘Act’) 
as an open-end, diversified, management invest- 
ment company, filed an application on September 
4, 1981, pursuant to Section 8(f) of the Act for an 
order of the Commission declaring that Applicant 
has ceased to be an investment company as de- 
fined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained there- 
in, which are summarized below. 


On April 28, 1980, Applicant, a Maryland Corpora- 
tion, filed a registration statement pursuant to Sec- 
tion 8(b) of the Act. Its registration statement un- 
der the Securities Act of 1933 became effective on 
April 30, 1980; the public offering commenced on 
May 1, 1980. 


Applicant represents that pursuant to the provi- 
sions of Rule 6c—5 (T) Applicant exchanged all of 
its shares for an equal number of shares of United 
Cash Management, Inc. (UCM). Applicant further 
represents that UCM purchased Applicant’s port- 
folio securities at amortized cost, effective at the 
close of business on October 31, 1980. Applicant 
states that all of its shareholders who did not elect 
to redeem, became shareholders of UCM. 


Applicant states that the transaction has been 
considered by its Board of Directors at a regular 
meeting held on October 29, 1980. It was deter- 
mined by the entire Board, and independently by 
those Directors who are not interested persons of 
Waddell and Reed, Inc. (Applicant's investment 
adviser), that the interests of the shareholders 
would not be diluted as a result of the transaction 
and that participation in the transaction by Appli- 
cant was in the best interest of its shareholders. 


Applicant represents that it has no debts or other 
outstanding liabilities, it has no assets, or 
securityholders, and it is not a party to any litiga- 
tion or administrative proceedings. Applicant 
states that within the last 18 months it has not for 
any reason transferred any of its assets to a sepa- 
rate trust. Finally, Applicant states that it is not 
now engaged and does not propose to engage, in 
any business activity. According to Applicant, it in- 
tends to file articles of dissolution as required un- 
der Maryland law. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion 
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or upon application, finds that a registered invest- 
ment company has ceased to be an investment 
company, it shall so declare by order, and upon 
the effectiveness of such order, the registration of 
such company under the Act shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 23, 1981, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he or she may request that he or she be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
, George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 12017/October 29, 1981 


In the Matter of 


ANCHOR GROWTH FUND, INC. 
333 South Hope Street 
Los Angeles, CA 90071 


(811-636) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 8(f) OF THE ACT FOR AN 
ORDER DECLARING THAT APPLICANT HAS 
CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Anchor Growth 
Fund, Inc. (‘Applicant’) registered under the In- 
vestment Company Act of 1940 (‘‘Act’’) as an 
open-end, diversified, management investment 
company, filed an application on September 23, 
1981, pursuant to Section 8(f) of the Act for an or- 
der of the Commission declaring that Applicant 
has ceased to be an investment company as de- 
fined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained there- 
in, which are summarized below. 


On December 1, 1952, Applicant, a Delaware Cor- 
poration, filed a registration statement pursuant to 
Section 8(b) of the Act. Its registration statement 
filed under the Securities Act of 1933 was de- 
clared effective on May 4, 1954 and an initial pub- 
lic offering was commenced immediately thereaft- 
er. 


Applicant represents that on May 21, 1981, its 
Board of Directors, including a majority of the di- 
rectors who are not interested persons of Appli- 
cant, approved the Agreement and Plan of Merger 
between Applicant and AMCAP Fund, Inc. 
(“AMCAP”). The directors determined that the 
transaction would be in the best interest of its 
shareholders and that dilution of the interests of 
existing shareholders would not occur as a result 
of this transaction. Applicant states that at the An- 
nual Meeting of the Shareholders of the Applicant 
held August 5, 1981, a majority of the sharehold- 
ers approved the merger of Applicant into AMCAP 
in accordance with the laws of the State of Dela- 
ware. Applicant further states that on August 21, 
1981, it distributed its final income dividend to its 
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shareholders. Effective as of the close of business 
on August 31, 1981, Applicant was merged into 
AMCAP and, in accordance with the Agreement 
and Plan of Merg?r, and pursuant to the filing of 
the Articles of Merger in the State of Delaware, 
Applicant ceased to be a separate corporation. 


Applicant represents that it has no debts or other 
outstanding iiabilities, it has no securityhoiders, 
and it is not a party to any litigation or administra- 
tive proceeding. Applicant states that within the 
last 18 months it has not for any reason trans- 
ferred any of its assets to a separate trust. Finally, 
Applicant states that it is not now engaged, and 
does not propose to engage, in any business ac- 
tivity. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion 
or upon application, finds that a registered invest- 
ment has ceased to be an investment company, it 
shall so declare by order, and upon the effective- 
ness of such order, the registration of such com- 
pany under the Act shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 23, 1981, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he or she may request that he or she be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 781/October 26, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6358/October 26, 1981 





LITIGATION 





Litigation Release No. 9481/October 23, 1981 


Securities and Exchange Commission v. Rocky 
Mountain Airways, Inc. (United States District 
Court for the District of Columbia, Civil Action No. 
81-2561) 


The Commission announced that on October 22, it 
filed a civil injunctive action against Rocky Moun- 
tain Airways, Inc. (“RMA”), of Denver, Colorado, 
in the U.S. District Court for the District of Colum- 
bia alleging violations of the reporting provisions 
of the Federal securities laws and seeking a Judg- 
ment of Permanent Injunction and other relief. 


This complaint alleges that RMA, as part of a 
continuing course of violative conduct, has failed 
to file its Annual Report on Form 10-K for its fiscal 
year ended June 30, 1981, required to have been 
filed with the Commission by September 28, 1981. 
Further, the Commission requested that the Court 
enjoin RMA from further violations of the reporting 
provisions of the Federal securities laws. (SEC v. 
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Rocky Mountain Airways, Inc., U.S.D.C., D.C., 
e Civil Action No. 81-2561) (LR-9481) 





Litigation Release No. 9482/October 23, 1981 
U.S. v. Peter J. Bonastia, et al. 
Criminal No. 81-257 (HCM) (D.N.J.) 


William Robertson, United States Attorney for the 
District of New Jersey and Paul F. Leonard, Ad- 
ministrator of the Washington Regional Office, 
Thomas H. Monahan, Assistant Administrator of 
the Philadelphia Branch Office, and Donaid N. 
Malawsky, Administrator of the New York Regional 
Office, of the Securities and Exchange Commis- 
sion announced that on October 9, 1981, Peter J. 
Bonastia (‘‘Bonastia’) of North Caldwell, New Jer- 
sey, and Robert A. Petrallia (‘‘Petrallia’) of 
Maplewood, New Jersey, entered pleas of guilty in 
connection with a pending indictment. The indict- 
ment charged them with fraud arising from the 
syndication of real estate limited partnership tax 
shelters by Investors Economic Systems, Inc. 
(“IES”) and a subsidiary, The IES Management 
Group, Inc., a now defunct broker-dealer. Bonas- 
tia, the former president of IES, entered pleas of 
guilty on two counts in the indictment, one charg- 
ing mail fraud for misleading investors in an IES 
syndicated tax shelter into believing the partner- 
ship they had invested in owned the property the 
partnership was formed to purchase, and the other 
charging tax fraud for participating in a “sham” 
partnership set up to provide IES officials with bo- 
gus tax losses. Petrallia, an attorney, whose form- 
er law firm Blum, Petrallia, Turk & DiConsiglio 
acted as general counsel to IES, entered a plea of 
guilty to an information charging him with failing to 
maintain accurate tax records on behalf of an IES- 
sponsored limited partnership. 


The guilty pleas arise from a twenty-four count in- 
dictment returned on July 29, 1981, which con- 
tained securities, mail and tax fraud charges. The 
indictment also named as a defendant Thomas C. 
Gaffney (“Gaffney”), a former IES executive. On 
October 6, 1981, Gaffney entered a plea of guilty 
to one count of the indictment charging him with 
conspiracy to commit tax fraud. On September 4, 
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1981, Terrence C. Madden, another former JES of- 
ficer who was head of its real estate acquisition 
department and was named in the indictment as 
an unindicted co-conspirator, entered a guilty plea 
to a one-count information charging him with con- 
spiracy to commit securities, mail and tax fraud. 


Sentencing is scheduled for November 23, 1981, 
following the preparation of pre-sentence reports. 


For further information see Litigation Release No. 
9421. 





Litigation Release No. 9483/October 23, 1981 


SEC v. PERPETUAL ENERGY PRODUCTS, INC., 
RED CARPET INNS INTERNATIONAL, INC., INTER- 
NATIONAL METALS AND PETROLEUM CORPO- 
RATION, STEVEN S. GLICK, TED KOURY AND 
JACK WINTERS U.S.D.C. CD. Cal., Civil Action No. 
81-5308 LTL (Kx)) 


Michael J. Stewart, Administrator of the Los An- 
geles Regional Office, announced that on October 
13, 1981 a complaint for injunctive relief was filed 
in the United States District Court for the Central 
District of California naming as defendants Perpet- 
ual Energy Products, Inc. (‘Perpetual’), Red Car- 
pet Inns International, Inc. (“Red Carpet’), In- 
ternational Metais and Petroleum Corporation 
(“IMPCO”), Steven S. Glick (“Glick”), Ted Koury 
(“Koury”), and Jack Winters (“Winters”). Glick is a 
certified public accountant licensed in the State of 
California. Winters is the Chairman of the Board of 
IMPCO; and Koury is a director of Red Carpet and 
formerly its chief executive officer. Perpetual’s and 
IMPCO’s common stock is registered with the 
Commission pursuant to Section 12(g) of the Ex- 
change Act of 1934 (‘Exchange Act’’), and is 
traded over-the-counter. Although Red Carpet’s 
common stock is not registered with the Commis- 
sion, it is traded over-the-counter. 


The Commission’s complaint alleges violations of 
Section 10(b), 12(g), and 13(a) of the Exchange 
Act and Rules 10b-5, 12b-20, 13a-1, and 
13a-13 thereunder by Perpetual, Red Carpet, 
IMPCO, Glick, Koury and Winters in connection 
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with Glick’s preparation and certification of finan- 
cial statements for the entities. The complaint fur- 
ther alleges that the financial statements of Per- 
petual, Red Carpet and IMPCO which were filed 
with the Commission and disseminated to broker- 
dealers and shareholders contained false and mis- 
leading statements concerning, among other 
things, the valuation of assets, the existence of as- 
sets, and the ownership of assets. 


Simultaneously with the filing of the Commission's 
complaint, Perpetual consented, without admitting 
or denying any of the allegations of the complaint, 
to the entry of a Final Judgment of Permanent In- 
junction enjoining it from any further violations of 
Sections 10(b) and 13(a) of the Exchange Act and 
Rules 10b-5, 12b-20 and 13a-1 promulgated 
thereunder. 





Litigation Release No. 9484/October 26, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
CERTAIN UNKNOWN PURCHASERS OF THE 
COMMON STOCK OF, AND CALL OPTIONS FOR 
THE COMMON STOCK OF, SANTA FE INTERNA- 
TIONAL CORPORATION, ET AL. (United States 
District Court for the Southern District of New 
York) 81 Civ. 6553 


The Securities and Exchange Commission today 
announced the filing of a Complaint in the United 
States District Court for the Southern District of 
New York against Certain Unknown Purchasers of 
the Common Stock of, and Call Options for the 
Common Stock of, Santa Fe International Corpo- 
ration (“Defendant Purchasers’). The Commis- 
sion’s Compiaint seeks a temporary restraining or- 
der, and a preliminary and permanent injunction 
against the Purchasers enjoining them from fur- 
ther violations of Section 10(b) of the Securities 
Exchange Act >of 1934 (“Exchange Act’) and Rule 
10b-5 thereunder; a temporary and preliminary or- 
der, pending final determination of the suit, re- 
straining the Defendant Purchasers from dispos- 
ing of assets in excess of $5 million relating to 
their transactions in Santa Fe International Corpo- 
ration (“Santa Fe’) options and common stock or 
other assets of equal value in the event the De- 
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fendant Purchasers have already disposed of as- 
sets relating to their Santa Fe transactions, and an 
order directing an accounting of all proceeds from 
the transactions of the Defendant Purchasers and 
disgorgement of all profits realized from the trans- 
actions. The Commission’s Complaint also names 
as nominal defendants Credit Suisse, Swiss Amer- 
ican Securities Inc., Citibank, N.A., Lombard Odier 
& Cie, Morgan Guaranty Trust Company of New 
York, Swiss Bank Corporation, Drexel Burnham 
Lambert, Inc., the Chase Manhattan Bank, N.A., 
and Moseley, Hallgarten, Estabrooke and 
Weeden, Inc. through which the Defendant Pur- 
chasers, directly or indirectly, effected the trans- 
actions alleged in the Complaint. The nominal de- 
fendants are necessary parties to the action for 
purposes of effectuating the relief requested by 
the Commission. 


The Commission's Complaint alleges that, from on 
or about September 10, 1981 to date, the Defend- 
ant Purchasers have violated the anti-fraud provi- 
sions of the Exchange Act by effecting transac- 
tions in the common stock of, and options to 
purchase the common stock of Santa Fe while in 
possession of material non-public information 
relating to merger discussions, negotiations and 
proposals between Santa Fe and Kuwait Petrole- 
um Corp. (“KPC”). The Commission’s Complaint 
alleges that between September 21, and October 
1, 1981, Defendant Purchasers purchased 3,000 
call options contracts which were exercisable for 
300,000 shares of Santa Fe common stock and 
purchased an additional 35,000 shares of Santa 
Fe common stock. Following the announcement, 
the value of such options contracts and shares of 
Santa Fe common stock increased in the aggre- 
gate, over $5 million. All of the shares and most of 
the options contracts were sold in the two week 
period following the announcement. The proceeds 
and remaining options contracts remain with the 
nominal defendants. 


As part of the relief, the Commission seeks to 
freeze the profits derived from the violative trans- 
actions which, the Commission alleges, could oth- 
erwise be dissipated or transferred outside of the 
United States or to entities outside of the jurisdic- 
tion of the United States District Court for the 
Southern District of New York. The Commission 
also seeks an accounting and disgorgement of all 
proceeds derived from the violative transactions, 
an order compelling the nominal defendants to 
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identify the Defendant Purchasers and expedited 
discovery. 





Litigation Release No. 9485/October 26, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
CERTAIN UNKNOWN PURCHASERS OF THE 
COMMON STOCK OF, AND CALL OPTIONS FOR 
THE COMMON STOCK OF, SANTA FE INTERNA- 
TIONAL CORPORATION, ET AL. (United States 
District Court for the Southern District of New 
York) 81 Civ. 6553 (WC) 


The Securities and Exchange Commission today 
announced that at approximately 10:00 a.m. (EST) 
today, Judge William Conner of the United States 
District Court for the Southern District of New York 
granted the Commission’s application for a tempo- 
rary restraining order against Certain Unknown 
Purchasers of the Common Stock of Santa Fe In- 
ternational Corporation (‘Defendant Purchasers’) 
enjoining them from further violations of Section 
10(b) of the Securities Exchange Act of 1934 (‘‘Ex- 
change Act’) and Rule 10b-5 thereunder and a 
temporary and preliminary order, pending final de- 
termination of the suit, restraining the Defendant 
Purchasers and others from disposing of assets in 
excess of $5 million relating to their transactions in 
Santa Fe International Corporation (“Santa Fe’) 
options and common stock or other assets of 
equal value in the event the Defendant Purchasers 
have already disposed of assets relating to their 
Santa Fe transactions, and an order directing ari 
accounting of all proceeds from the transactions of 
the Defendant Purchasers and disgorgement of all 
profits realized from the transactions. Nominal de- 
fendants Credit Suisse, Swiss American Securities 
Inc., Citibank, N.A., Lombard Odier & Cie, Morgan 
Guaranty Trust Company of New York, Swiss 
Bank Corporation, Drexel Burnham Lambert, Inc., 
the Chase Manhattan Bank, N.A., and Moseley, 
Hallgarten, Estabrook and Weeden, Inc. through 
which Defendant Purchasers, either, directly or in- 
directly, effected their transactions in Santa Fe op- 
tions and common stock or deposited proceeds of 
their transactions, have been restrained from 
disposing of assets of Defendant Purchasers 
relating to their transactions in Santa Fe options 


Volume 23, No. 17, November 10, 1981 


and common stock. Earlier today the Commission 
had announced the filing of a Complaint against 
Defendant Purchasers and the nominal defend- 
ants. 





Litigation Release No. 9486/October 28, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
GULF + WESTERN INDUSTRIES, INC. (United 
States District Court for the District of Columbia 
Civil Action No. 79-3201) 


The Commission announced today that the United 
States District Court for the District of Coiumbia 
approved an Agreement between Gulf + Western 
Industries, Inc. (“G+W’”) and the Commission and 
had entered an Order with respect thereto. The 
Order of the Court requires G+W to comply with 
certain stipulations and agreements as set forth in 
the Agreement. The Order of the Court also termi- 
nated the action with prejudice. The Agreement re- 
solves all issues raised in a civil injunctive action 
instituted by the Commission on November 26, 
1979. 


Pursuant to the Agreement, it was stipulated and 
agreed that, G+W, its subsidiaries, its officers and 
directors and certain others shall not violate Sec- 
tion 17(a) of the Securities Act of 1933 and Sec- 
tions 10(b) and 13(a) of the Securities Exchange 
Act of 1934 and Rules 10b-5, 13a—1 and 13a-13 
thereunder. Pursuant to the Agreement, G+W 
stipulated and agreed to maintain certain policies, 
practices and procedures relating to the designa- 
tion of unaffiliated directors on its Board of Direc- 
tors and the maintenance of an Audit Committee 
with a majority of unaffiliated directors for speci- 
fied periods. 


It is also stipulated and agreed as part of the 
Agreement that under G+W’s By-Laws, which 
may not in this regard be amended or revoked for 
five years, the Audit Committee will have certain 
additional responsibilities, functions and powers, 
which are incorporated in the Agreement includ- 
ing, among others, to carry out certain responsibil- 
ities with respect to G+W’s financial statements 
and independent auditors; to review and monitor 
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the implementation of existing policies and proce- 
dures to prevent the improper use of any assets of 
G+W or its subsidiaries; to adopt appropriate pro- 
cedures for the review of appraisals made at the 
request of G+W; to review and monitor the imple- 
mentation of G+W’s existing policies and, if nec- 
essary, to adopt and maintain additional policies 
with respect to conflicts of interest between G+W 
or its subsidiaries and any officer or director of 
G+W or its subsidiaries. 


In the Agreement, G+W also stipulated and 
agreed that it would designate the Audit Commit- 
tee as investment committee for certain of its em- 
ployee pension funds, would retain independent 
investment advisers and that its Audit Committee 
would establish procedures to insure the inde- 
pendence of the investment adviser. In the Agree- 
ment, G+W further stipulated and agreed that it, 
its officers, directors and certain other related per- 
sons would not effect any securities transactions 
with G+W’s pension funds and would not effect 
such transactions or contribute securities to the 
G+W Foundation or any other charitable organi- 
zation controlled by G+W, within certain limits and 
with certain exceptions. 


The Commission agreed to terminate with preju- 
dice its action against all defendants and the An- 
swers of all defendants were withdrawn and these 
actions were embodied in the Order of the Court. 





Litigation Release No. 9487/October 29, 1981 


Securities and Exchange Commission v. DATA 
ACCESS SYSTEMS, INC. ET AL. (United States 
District Court for the District of New Jersey) Civil 
Action No. 81-3362 


The Securities and Exchange Commission today 
announced the filing of a civil injunctive action in 
the United States District Court for the District of 
New Jersey seeking to enjoin Data Access Sys- 
tems, Inc. (“DASI’), a New Jersey corporation; 
Mark Serv Co. (“Mark Serv’), a New Jersey part- 
nership; Samay Industries, Inc. (“Samay”), a New 
Jersey corporation; Gerald R. Cicconi (“Cicconi’”’), 
DASI’s former chairman and chief executive offi- 
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cer; Peter V. DiGiulio (“DiGiulio”), Cicconi’s form- 
er partner; and Anthony Simei (‘Simei’), the chief 
executive officer of Samay, from further violations 
of various provisions of the federal securities laws. 
Each of the defendants was accused of violations 
of Section 10(b) of the Securities Exchange Act of 
1934 (“Exchange Act’) and Section 17(a) of Secu- 
rities Act of 1933 (‘‘Securities Act’) (the antifraud 
provisions). In addition, certain of the defendants 
were charged with violations of Section 13(a) of 
the Exchange Act (the periodic reporting require- 
ments) Section 13(b)(2) of the Exchange Act (the 
accounting and books and records provisions), 
Section 13(d) of the Exchange Act (the beneficial 
ownership reporting provisions) and Section 14(a) 
of the Exchange Act (the proxy provisions). 


The Commission's Complaint alleges that, since at 
least August, 1978, DASI, and each of the other 
defendants, engaged in a scheme to defraud the 
public and the shareholders of DAS! by, among 
other things, filing with the Commission and 
distributing to the public periodic reports and a 
registration statement on Form S-1 which con- 
tained false financial statements of DASI and 
which failed adequately to disclose certain trans- 
actions between DASI and entities controlled by 
Cicconi and DiGiulio. In addition, the Complaint al- 
leges that certain other transactions between 
DASI and nonaffilated entities were detrimental to 
and were improperly accounted for by DASI. 


Among other things, the Commission’s Complaint 
alleges that for the three year period ended Febru- 
ary 28, 1981, DASI improperly accounted for as 
“sales” a total of $27 million of sale-leaseback 
transactions involving computer terminal equip- 
ment with various third-party lessors. The Com- 
plaint further alleges that in its periodic and annual 
financial statements DASI materially misrepre- 
sented its results of operations and understated its 
liabilities. The Complaint alleges that, in connec- 
tion with these matters, DASI’s auditors were not 
fully apprised of certain aspects of its transactions 
with third parties and were unaware of documents 
reflecting DASI’s acknowledgment of lease as- 
signments to certain banks. The Complaint alleges 
that DASI entered into full pay out leaseback ar- 
rangements with the purchasers of its computer 
terminal equipment. These leaseback obligations 
were assigned as collateral by the third party les- 
sors to various lenders who financed the equip- 
ment purchases. According to the Complaint, 
DASI representatives failed to disclose the exist- 
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ence of these obligations and falsely represented 
that DAS! had no obligations or contingent liabili- 
ties relating to these transactions. The Complaint 
further alleges that since DASI remained at risk on 
the sale transactions due to the assignment of its 
leaseback obligations as collateral on the pur- 
chase loans, DASI, in accordance with generally 
accepted accounting principles, should not have 
recognized income on the transactions. The Com- 
plaint also charges that DAS! improperly recorded 
certain sales transactions in the amount of $1.5 
million at November 30, 1980 and $1.0 million at 
February 28, 1981. 


For the three year period ended February 28, 
1981, the Commission charges that DASI over- 
stated its pre-tax earnings by approximately $8.1 
million, or more than 50% of the company’s re- 
ported pre-tax earnings during that period. In addi- 
tion, the Complaint alleges that DASI’s liabilities 
were materially understated by $17.1 million, or 
more than 50% of the reported liabilities for the 
period ended February 28, 1981. 


The Commission’s Complaint also alleges that the 
sale-leaseback transactions engaged in by DASI 
caused undisclosed economic harm to the compa- 
ny as a consequence of declines in the rental rev- 
enues necessary to support the leaseback obliga- 
tions and the incidence of the computer terminal 
equipment going “off lease” with the customers or 
users of the equipment. The Complaint further 
cited three alleged incidents in which DASI 
purportedly sold the same equipment to more than 
one entity with, in each instance, these entities 
pledging that equipment to financial institutions as 
collateral on purchase loans. 


The Commission’s Complaint further alleges that a 
series of undisclosed transactions by DASI with 
Cicconi, DiGiulio and certain entities, primarily 
Mark Serv, E-O Data Corp. (“E-O Data’), a New 
Jersey corporation, and Samay, were detrimental 
to DASI and correspondingly beneficial to Cicconi, 
DiGiulio and these entities. Among such transac- 
tions alleged in the Commission’s Complaint are 
$14 million in sale-leaseback transactions be- 
tween DASI and Mark Serv which occurred from 
1977 to the present. The Commission’s Complaint 
alleges that in connection with such sale- 
leaseback transactions, DAS! failed to disclose, 
among other things, that on virtually all lease 
transactions DASI paid a 23.45% interest cost 


@ through its lease payments to Mark Serv while 


Volume 23, No. 17, November 10, 1981 


Mark Serv incurred a lower rate of interest on the 
loans used to purchase the equipment. Further, by 
way of the assignment of its leaseback obliga- 
tions, DASI is alleged to have been at risk on 
these loans. The Complaint further describes Mark 
Serv as dependent upon DASI for virtually all its 
business and charges that, since 1977, Cicconi 
and DiGiulio each received from Mark Serv sub- 
stantial undisclosed benefits amounting to approx- 
imately $878,303 in profits, $754,767 in invest- 
ment tax credits, and $419,000 in consulting fees. 
The complaint also alleges that E-O Data was 
used to divert corporate opportunities and profits 
from DASI to Mark Serv. 


In addition, the Complaint chaiges that, through 
DASI’s 1978 acquisition from Samay of Met-Fab, 
Inc. and Bubble Systems, Inc. (two privately held 
entities) Cicconi, DiGiulio and Simei caused DASI 
financial harm because the assets purchased 
were overvalued. Moreover, the descriptior: of this 
transaction in a DASI registration statement and 
prospectus filed with the Commission in November 
1978, in connection with DASI’s issuance on Feb- 
ruary 14, 1979 of 650,000 shares of its common 
stock, is alleged to have been false and mislead- 
ing, concerning, among other things, the nature of 
the transactions, Cicconi’s relationship to Samay 
and Simei, and the benefits received by Cicconi, 
DiGiulio and Simei, as a result of the acquisition. 


In certain other allegations the Commission’s com- 
plaint charges DASI and Cicconi with the improper 
transfer, by way of checks drawn on DASI’s ac- 
count in 1979, of approximately $375,000 to 
Johnson-Ferne Corporation (“Johnson-Ferne’’) of 
Lima, Pennsylvania. The complaint alleges that 
Johnson-Ferne had no employees and performed 
no services for DASI at the time of the transfer of 
money and further charges that these funds were 
subsequently transferred to, among others, Mark 
Serv and DiGiulio. The complaint charges that 
some $223,000 of the funds were used to pur- 
chase tax-free bearer bonds through an account 
maintained at a registered broker-dealer in 
Philadelphia, Pennsylvania, and that the tax-free 
bearer bonds were subsequently delivered, with 
Cicconi’s knowledge and consent, to several indi- 
viduals, including DASI’s former chairman of the 
board, and two persons who were officers of an- 
other public company doing business with DASI. 
According to the Complaint approximately $70,000 
worth of the bonds were recently seized by the 
Federal Bureau of Investigation, pursuant to a 
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search warrant, at the New Jersey address where 
Mark Serv’s offices are located. 


Without admitting or denying the allegations con- 
tained in the Commission’s Complaint, the defend- 
ants consented to the entry of final judgments of 
permanent injunction. As sought by the Commis- 
sion in its complaint, each defendants is enjoined 
from further violations of the provisions of the Ex- 
change Act and the Securities Act with which each 
was charged, including the anti-fraud provisions. 
In the consent filed by DASI with the Court the 
company noted that it had already accepted 
Cicconi’s registration as chairman of the board 
and executive officer. 


In addition to the injunctive relief, DASI, Mark 
Serv, Cicconi and DiGiulio agreed to certain other 
Court ordered relief including the appointment of a 
Special Agent to further investigate the matters set 
forth in the Complaint and to prepare a report set- 
ting forth his findings, conclusions and recommen- 
dations as to the matters and transactions de- 
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scribed in the Complaint. Included within the 
Special Agent’s recommendations will be what, if 
any, modifications should be made as to the trans- 
actions under investigation, including possible dis- 
gorgement, modification or recission. This report 
is to be filed with the Court by February 1, 1982, or 
within such other time as the Court may allow. The 
Special Agent will also recommend procedures 
designed to prevent the future occurrence of such 
transactions deemed to be not in the best interest 
of DAS!. DASI and certain of the defendants have 
further agreed to implement such recommenda- 
tions as they may be modified by order of the 
Court. The judgments also provide for certain limi- 
tations on or prohibitions of payments to and 
transactions between DAS! and Mark Serv, E-O 
Data and Samay, unless approved by the Special 
Agent, pending the completion of the Special 
Agent’s report and the implementation of his rec- 
ommendations. 





Volume 23, No. 17, November 10, 1981 











UNITED STATES 
GOVERNMENT PRINTING OFFICE 
SUPERINTENDENT OF DOCUMENTS 
WASHINGTON, D.C. 20402 





OFFICIAL BUSINESS 


POSTAGE AND FEES PAID U.S. 
SECURITIES AND EXCHANGE COMMISSION 


Permit No. G-132 
FIRST CLASS MAIL 


SECD SERIAZ00SBISSDUEOOSR 
SERIALS PROCESSING DEPT 
XEROX UNIV MICORFILMS 
300 N ZEEB RD 

ANN ARBOR MI 48106 


FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS U.S. GOVERNMENT 
PRINTING OFFICE WASHINGTON, D.C. 20402 
SUBSCRIPTION PRICE: $79.00 A YEAR: $98.75 FOR FOREIGN MAILING 


THE PRINTING OF THIS PUBLICATION HAS BEEN APPROVED BY THE 
OFFICE OF MANAGEMENT AND BUDGET (JANUARY 1, 1974) 











